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CHAPTER

I

INTRODUCTION

A.

Background

Definition of "New Products”.

Industrial corporations

are conceived as having Indefinite lives.

Continuous growth

In sales and earnings are the marks of corporate success#
However, It Is a well recognized concept In our society that
most Industrial and consumer products have natural life
cycles.*

Each product Is considered to pass successively

through the stages of introduction, growth, maturity and
decline.

It is obvious that continuous corporate life

can only be achieved by the commercialization of a series
of additional products over a long period of time.

These

new items must be added, both to replace those that are in
the latter phases of their product life and to facilitate
a desired rate of corporate growth.
Arch Patton defines new products as "products that
open up an entirely new market, replace an existing product,
or signifcantly broaden the market for an existing product.”* 1

*A variety of references are available. Two typical
examples are:
Arch Patton, "Top Managements Stake in the
Product Life Cycle", The Management Review, Vol. 48, June
1959. PP* 9-14, and Lyman J. Houfer, "How to Decide Which
Products to Junk", Printers Ink, Vol. 240, No. 5* August
1, 1952, pp. 21-23.

1

2
Relatively small changes In products may make them more
valuable commercial Items by lengthening the product life
or by allowing a higher price to be charged.

These im¬

portant modifications would not qualify as new products
according to the definition of Professor Patton although
they certainly would contribute to corporate growth.
The possible spectrum of new products is better
illustrated in Figure 1 which organizes new products in
terms of increasing technical requirements and increasing
marketing requirements.

Figure 1
Two-Dimensional Characteristics of Products
INCREASING TECHNICAL REQUIREMENTS

Improved
Technology

New
Technology

IMPROVED
PRODUCTS

PRODUCT
LINE
EXTENSION

MARKET
EXTENSION

DIVERSIFICATION

No Market
Change

No Technical
Change

New Market

Expanded
Market

i.

Source:

•

Booz, Allen and Hamilton, Inc.
"Management of New Products"
Fourth Edition, p. 6.

This format can be applied to any company or set of
products.

In Figure 2 It Is applied to the products of

the Johnson Wax Company.

Figure 2
Classification of New Products by Product Objective
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"How to Organize for New Products"
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Corporations generally obtain new products by (1) in¬
ternal development,

(2) purchase of manufacturing rights

to an existing product or (3) purchase of an existing
company or part of the business of another company (acquisition).
An acquisition usually does add products to the line of the
purchasing company.

However, the products themselves may

be mature items and an established marketing organization
may be acquired along with the product.

In fact, acquisitions

are sometimes made specifically to obtain an established
product line or a marketing organization in a new market
area.

Illustrative of this approach is the following

statement by John I. Snyder, Jr., chairman and president
of U. S. Industries, Inc.
In recent years, we have increased our em¬
phasis on international business and have acquired
a major manufacturing and engineering company in
England.
On still another front, we’ve acquired
two substantial direct selling companies —^geared
to sell a broad range of consumer products.
As indicated by Mr. Snyder, acquisitions may have no
reference at all to new product Introductions and they are
not considered in this paper.
For the purpose of this discussion,

"new products'*

are defined as manufactured items of commerce that have
not previously been offered by the company concerned and
are obtained through internal product development or the
^John J. Snyder, "New Products — and Growth — Through
Acquisition", New Products-New Profits, (New York:
American
Management Association, 19^4), p. 34.
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purchase of manufacturing rights.
Importance of new products to corporate life.

The

Importance of new products Is well recognized in the con¬
sumer market,

A number of books and articles have been

written on the subject, and the American Management
Association has held numerous "New Product Seminars",
Annual reports and statements by corporate officers also
make frequent reference to the effect of newly introduced
products on corportate earnings, and the word "new" constantly
appears in the advertising of consumer products.
It should be recognized that new products are just
as important in the industrial market as in the consumer
market.

Industrial products go through the same type of

life cycle as do consumer goods and industrial product
producers also look to new products to assure corporate
growth.

Figure 3 indicates the degree to which annual

sales in various industries depend on relatively new
products.

Shown are the actual i960 and the expected

1964 percentages of sales realized from products less
than four years old.
Certain industrial companies have placed considerable
emphasis on new product developments and a very large
portion of their present sales come from newly Introduced
items.

Dr. Wallace E. Gordon, vice president of E. I.

DuPont de Nemours & Company, emphasized the importance of
new products to that company when he stated,
N

"In 19^5»

6
approximately

of total DuPont Company sales resulted

from additions to the company’s product lines since World
War II.

The dollar volume amounted to over $11/3 billion."^

Figure 3
Percentage of Sales Produced by New Products
(Products Less than Four Years Old)

Industry
Iron and steel
Nonferrous metals
Machinery
Electrical machinery
Autos, trucks, and parts
Transportation equipment (aircraft,
ships, and railroad equipment)
Fabricated metals (including instruments)
Chemicals
Pulp and paper
Rubber
Stone, clay, and glass
Petroleum and coal products
Food and beverages
Textiles
Miscellaneous manufacturing
All manufacturing

Actual
1960

Expected
1964

5
8
14
12
10

7
11
23
16
11

35
17
16
9
2
9
2
6
9
6

29
13
20
12
7
13
5
12
10
11

10

14

Source: Data from McGraw-Hill Department of Economics, Business
Week, Apr. 29, 1961, p. 34.

Similarly, Arthur G. Janssen reported of the 3M
Company as far back as 1958 that "...about 40 percent of
our present profit is derived from products which did not
exist at 3M ten years ago; 22 percent of our current sales
come from products developed in the past five years."

4

-^Dr. Wallace E. Gordon, E. I. DuPont de Nemours &
Company, in an address before the nineteenth annual conference
of the Financial Analysts Federation, New York, May 23» 1966.
^Arthur G. Janssen, "The Organization and Use of a New
Business Development Division", Establishing a New Product
Program, (New York:
American Management Association, 1958)* P« 67.

Progressive foreign companies also look to new in¬
dustrial products to assure their continued growth.

For

example, it was reported in Chemical Week that Badische
Anllin & Soda-Fabrik (BASF), a major chemical producer
in Germany, derives 70# of its current sales from products
introduced since 1952.

The major competitors of BASF are

Farbwerke Hoechst and Farbenfabriken Bayer.

Those companies

attribute 45# and 33# of sales, respectively, to products
developed since 1957*^
New products necessitate new organizations.

It is

common experience in industry that the introduction of
new products is accompanied by changes in organization.
This effect is most easily observed in small companies
when new divisions are formed to manufacture or sell new
product entries.

However, the same type of organizational

changes occur when the largest corporations introduce
important new products; and such changes take place in
both product and functionally organized corporations.
To examine this question more closely, let us consider
the difference between a functionally organized company
and a product organized company.

According to Ernest Dale:

All companies tend to divide work by function
to some extent -- that is, at some levels in the
organization.
But a truly 'functionalized company'

-^Changing Faces of German Research", Chemical Week,
December 2, 1967, p. 58.
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is one in which division by function runs straight
down through the organizations.6
Thus the difference between a functionalized and division¬
alized company does not lie in what functions exist.

Similar

functions are carried out in all industrial manufacturing
organizations.

The difference lies in the level at which

the functional separation is maintained.

Completely

functionalized companies typically have vice presidents
of manufacturing, marketing and finance (plus other functions)
reporting directly to the president.

A completely product

oriented company would contain a multiplicity of separate
business entities designated as divisions, departments
or other organizational units.

The reporting and control

is by "business" rather than by function.
Dale reports that functionally organized companies
tend to have certain characteristics.
..certain large corporations have retained
the functional structure and others have returned
to it after a period of abandonment.
Character¬
istically, such a company has relatively few large
customers, relatively few large suppliers, and
products that require closely related technologies.
Production tends to be large scale and technologies
will change only slowly. ...thus a number of com¬
panies in the mining, cement, paper, steel and oil
industries have retained a functional form of organ¬
ization even though they are large.'
Both Dale and Chandler indicate that divisionalization
is a natural development when highly functional companies

Ernest Dale, Organization, (New York:
Management Association, 1967), p. 107.
7Ibld.. p. 110.

American

9
start to diversify.

Writing of the American Smelting and

Refining Company, Chandler states:
However, in the 1930*s, it entered the processing
of a variety of nonferrous metals from scrap.
Be¬
cause both the purchasing and marketing of these
materials were quite different from its primary
operations, the company came to form a sgparate
autonomous unit called Feredated Metals.
Chandler writes in a similar manner of the meat packing
industry.
Not until the 1950*s did falling profit margins
impel some meat packers to transfer a part of their
resources into lines not directly connected with
their primary meat and food products and by¬
products. At Armour, the initial step in this
direction was to enlarge the production of soap
and allied products.
Since the old structure
had impeded effective growth, the executives
set up a new autonomous division to administer
these lines with offices physically separated
from the old central office in the stockyards.
A major decision to expand chemicals and phar¬
maceuticals led to an even greater reorganization.
The result of a thorough administrative shakeup in 1957 was a multidivisional structure, much
like that at General Motors.9
These statements suggest that functionally organized
companies tend to establish new divisions when they attempt
to introduce major new products.

As a matter of fact,

diversification and growth appear to be associated with
divisionalization throughout organizational literature.
The creation of new organizations to accommodate new
products is probably more readily undertaken in product
^Alfred D. Chandler, Jr., Strategy and Structure,
(Garden City, N. Y.:
Doubleday & Company, Inc., 1900). P*
9Ibld., p. 428.
\
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organized companies.

For example, the General Electric

Company currently has over 120 departments, operations, and
laboratories, each of which is considered as a profit center
and is operated as a separate business entity.

The "business

operation" concept was specifically designed by General
Electric to facilitate the commercial introduction of major
new products and its entry into new service areas (such as
computer software activities).

As should be expected,

the organization is in a continuous state of flux as new
operations are formed to handle new business opportunities,
as the operations mature and are designated "departments"
and as unprofitable or declining business units are merged
or eliminated.
It is relatively easy to relate new product intro¬
ductions to specific organizational changes in this highly
segmented company.

The task is somewhat more difficult

in companies such as DuPont that have much larger operating
units.

But even in the case of the DuPont Company, new

product introductions do have an immediate effect on
organization.

For example,

in i960, the Polychemicals

Department of DuPont was completely reorganized.

DuPont

was then introducing three new plastic materials ("Alathon"
high-density polyethylene resin,
and "FEP" flourocarbon resin).

"Delrln" acetal resin
The objective of the re¬

organization was to better handle these simultaneous new
product introductions through divisionalization of the
\

11

department.

Figure 4 shows the organization before and

after the realignment.
In summary, it appears reasonable to state that major
new product introductions are associated with organizational
changes in both functionally and product organized companies.
Figure 4
POLYCHEMICALS DEPARTMENT
E.

I.
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DIRECTOR
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Need for effective marketing of new products.

The

relationship between new products and organizations Is
emphasized In the well-known studies of the new product
area conducted by Boozf Allen & Hamilton.

In one survey,

they tried to determine the major problems encountered
In the Introduction of new products.

More than four out

of five companies identified some kind of problem relating
to organization,

(Figure 5)•

The orientation of this paper

is towards the marketing organization.

Certainly not all

of the problems identified by Booz, Allen & Hamilton were
specifically marketing problems.

However, to the extent

that it is the marketing function that carries the product
to the customer, marketing is involved in all of them.
Figure 5
Organization Improvement Opportunities
(Problems Reported by Leading Companies)

□
30%

Source:

Per cent of companies reporting problem

Per cent of problems reported

DEFINITION

WORKING

OF
RESPONSE
BIlfTlK

AND
REPORTING
RELATIONSHIPS

KENT
SUPPORT

Booz, Allen & Hamilton, Inc.
••Management of New Products"
Pourth Edition, p. 17.

SYSTEMS
AND
PROCEDURES
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In Figure 6 is shown a plot of "cummulative expenditures
and time” associated with new products.

It is obvious from

that plot that expenses rise rapidly as any new product
reaches the commercial Introduction stage.

This suggerts

the importance of rapid and efficient commercial3

1 intro¬

duction of a new product once the decision is made to
enter the market with it.

It also suggeets the importance

of the marketing organization in the introduction of new
products.

Figure 6
Cumulative Expenditures and Time
(By Stage of Evolution — All-Industry Average)

’
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Source:

\

Booz, Allen 4 Hamilton, Inc.
*• Management of New Products"
Fourth Edition, p. 10.
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3.
Purpose.

Statement of Problem

It has been shown that organization and

marketing problems frequently accompany the introduction
of new products; and companies do modify their marketing
organizations when they introduce new products.

However,

the suspicion exists that the changes that are made are
frequently based on intuition and personality factors
rather than on a systematic consideration of the problem.
It is the purpose of this paper to Identify character¬
istics common to all new products and to relate those:
characteristics to the marketing activities required for
successful new product introduction.

A matrix is developed

that relates specific new product characteristics to
specific marketing functions and organizations.

The

matrix may be a useful tool to identify those changes
that are Indicated in the marketing organization to assure
successful commercial introduction of the various classes
of new products.
Scope.

This paper is limited in scope to the con¬

sideration of new products.

For the purpose of this

discussion, new products have already been defined as
manufactured items of commerce that have not previously
been offered by the company concerned and are obtained
through internal product development or the purchase of
manufacturing rights.

\
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The orientation of this paper is toward the organ¬
ization of the marketing function.

The only factors that

have been evaluated are those that do relate to the
marketing function.

The effect of these same factors on

the organization of research and development, manufacturing
or other functions has not been considered and is considered
outside the scope of this Investigation.
This paper is concerned with the introduction of
new industrial products that are marketed through direct
sales organizations.

Consumer products and marketing

through other than direct channels are not specifically
investigated although some of the findings may apply to
those situations.
Finally,

large corporations are the only type that

are considered.

The Fortune list of the 500 largest

industrials is used as a reference in this paper.

However,

that is not to suggest that the conclusions developed
relate only to those companies.

The principles and concepts

that are stated are believed to have validity for any
large corporation engaged in manufacturing operations.
Statement of concept.

This paper presents the concept

that all new products have certain common characteristics
that relate to their markets,
financial support.

technology, and need for

These characteristics can be measured

and new products can be classified as Minor,
or Major in terms of those values.
\

Significant

These new product

16
classifications.

In turn,

may be used to Indicate the

organizational changes needed In the marketing function
to handle the new product

Introduction.

Plan of presentation.
three main sections.
but

the

This paper is

Each section Is

latter two follow from the

organized Into

self-supporting

first.

These

sections

are: .
(a)

The common characteristics of new products are

identified and quantified.

The quantification technique

is considered to be a significant contribution of this
paper.
(b)

A technique

new products on the

is suggested for evaluating all

same scale as either Minor,

Sig¬

nificant or Major.
(c)

The relationships are

shown between each type

of new product and the marketing organization required for
its

successful introduction.

The identification of these

relationships is believed to be a

second major contribution

of this paper.
Available marketing literature has emphasized two
aspects of new product

introduction:

(1)

search and product evaluation phases and,
ment of

”new product” or

the market re¬
(2)

the establish

”new venture” departments

or

other corporate coordinating agencies to handle new product
introductions.

The varying nature of new products and

their special relationships to the marketing organization

17
seem to have been largely neglected.

Little data in

the marketing literature directly support the over-all
concepts of this paper.
the

literature

However,

In supporting the

much use

Is made

of

individual ideas pre¬

sented •
The

literature

on organization is

largely concerned

with functioning corporations producing established
products.

The

studies,

to problem situations,

in the main,
such as

munication or control.
much of the

concern reactions

lack of motivation,

com¬

Diversification is treated in

literature on organization,

and organizational

changes are often considered as either a reaction to
diversification or as an aid in achieving it.
little attention is given to the
with new product

Singularly

special problems associated

introductions.

This paper proposes a system or a matrix for evaluating
the competence
new product.

of a marketing organization to market a
It

things are done;

is not intended as a survey as to how
rather,

might be better done.

it

is a proposal of how things

It does not

seem appropriate to

attempt to support the concepts by means of an Industry
survey.

Rather,

a series of interviews have been con¬

ducted with individuals who,
their positions,

because of the nature of

have had to relate new product intro¬

ductions to changes within their own organizations.
Neither the

\

literature nor the

interviews have re-

IB

suited In sufficient data being available to support a
formal hypothesis.

In fact, many of the statements

made may be considered by some as mere assertions.

This

problem is recognized but the author believes that the
concepts offered are meaningful and do represent a real
contribution to the study of both marketing and organizational
theory.

The paper is,

therefore,

presented as a pilot

project with the conviction that a useful hypothesis
can be developed as additional data is obtained and
study is applied.

\

CHAPTER

II

COMMON CHARACTERISTICS OF NEW PRODUCTS
A.

Identifying the Common Characteristics

Technical newness.

Earlier reference was made to

the classification of new products in terms of "technical
newness" and "market newness" (Figures 1 and 2, pp. 2
and 3).

"Technical newness" in that case referred to the

technical innovations necessary by the producing company
to introduce a specific new product.

Discussions on new

product development frequently place this emphasis on the
technology that must be generated within a company to
develop a specific product.1

They thereupon characterize

a product as needing various levels of "increasing
technology".

The amount of such technology that the pro¬

ducing company must develop is certainly important to
that company.

It may affect both the investment required

and the organization of the manufacturing componant.
However, it is of little importance to a customer how
much technology must be developed by a supplier to provide

1A number of references are available.
Two typical
examples are Theodore Levitt, "Innovative Imitation", Havard
Business Review, Vol. 44, No. 5» Sept•-Oct. 19^6. PP» 63-70,
and L. A. Hatch, "Factors in New Product Development and
Commercialization", New Products, New Profits, (New York:
American Management Association, 19643 » pp. 103-112.
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a given new product.

What Is Important to the customer

Is how much technology he himself must develop to use
that product.

It can be readily seen that some Infor¬

mation about the product must be conveyed to the customer
whenever a new product Is Introduced.

The need for fur¬

nishing this Information Is, therefore, a characteristic
common to any new product Introduction.
The technical requirements of a new product are very
low from the customer's point of view if that product can
be used without Important Innovation or change on his
part.

The technical requirements are high If major equip¬

ment or process changes are needed by the customer to
use the new product.

"Technical newness" Is defined in

this paper as the amount and kind of technical infor¬
mation that must be conveyed to the customer.
Market newness.

Figures 1 and 2 also made reference

to the "increasing market newness" of new products.

There

is considered to be "no market newness" if the new product
is designed to be sold only to existing customers.

A

little reflection indicates that this is an unlikely
situation.

It can be reasonably stated that each new

industrial product will have a different customer list
than the products already offered.

The existance of

such a new customer list is another characteristic common
to the introduction of each new product.

A product is

considered to have "increasing market newness" as the
\
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proposed new product customer list differs from the cus¬
tomer list for existing products.
Product Investment.

A third characteristic common

to all new products Is that It takes some financial In¬
vestment to produce and offer them In the market place.
This Investment may be only a small machine modification,
or primarily Inventory costs.

More likely, it involves

substantial expenditures for the development and test of
the new product as suggested in Figure 3. plus a substantial plant investment.

Both Joel Dean

2

and Theodore

Levitt^ have discussed the costs of new product intro¬
duction in some detail.

Both authors emphasize the high

development costs and plant investments inherent in any
new product introduction.
Other characteristics.

There are other factors that

may be considered common to all new product introductions.
Some of these are:
(1)

The geographic area in which the product is

to be marketed.
(2)

The size of the company offering the product.

(3)

The channels of distribution to be used.

(4)

The dollar value of the individual order.

2Joel Dean, Capital Budgeting, (New York:
University Press, 1951K PP« 128-139•
^Levitt, op. clt., pp. 64 and

65.

Columbia
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Each of these characteristics can be related to the
three characteristics already discussed and be con¬
sidered modifiers of them.

For example,

"the geographic

area for marketing the product” relates to the
newness” already discussed.
polyester-glass
glass

"market

A company that produces

surfboards and wants to market polyester-

snow shovels would face both a new geographic

marketing problem and a high level of

"marketing newness"

as we have already defined that characteristic.

Similarly,

the

size of the company offering the product relates to

the

"product

investment” required to offer the product.

A specific dollar amount Invested in a new product may
be considered to be

large or small,

of the company concerned.
company size and the

size

depending on the

size

The relationship between the
of the

investment to be made

in a specific new product will be explored shortly.
It was earlier indicated that this paper is concerned
only with direct sales channels,
needs of other channels
However,
can be

of distribution is not germane.

casual observation suggests that the

same product

successfully marketed through several different

channels of distribution.
mation,

and consideration of the

The

same elements of new infor¬

the same new customer list and,

essentially,

the

same new product investment is required without regard to
the distribution channel used.
therefore,

\

appears

The actual channel selection,

to be a marketing mix decision rather
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than an Inherent characteristic of a specific new product.
The "dollar value of the individual order" may be
reflected in several of the common characteristics.

For

example, selling price is usually associated with product
complexity.

Thus, expensive new products tend to have

greater technical newness than do inexpensive products.
Expensive products also generally cost more to develop
and require a greater plant investment to produce.
the product Investment tends to be greater.

Thus

The value

of the individual order may also suggest that a specific
channel of distribution be used and relates closely to
the customer list (market newness).
Similarly, other suggested common characteristics
can be related to the technical requirements, customer
list and new product investment.

It is, therefore, hypo¬

thesized that all new products have the following three
common characteristics:
(1) Technical information must be conveyed to the
customer,
(2)

New customers must be sold, and

(3)

An Investment must be made in the new product.
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B.

Evaluating the Common Characteristics

It was earlier indicated that the common characteristics
could each vary in importance in a given situation from
being a minor to a major factor.

It is now desirable to

quantify these elements so that they can be used as guides
later in the discussion.
Technical newness.

The question to be answered here

is how a given product can be Identified as having minor,
significant or major technical newness in a given situation.
The answer is rather direct if it is remembered that the
orientation of this paper is towards the customer.

Plastics

injection molding machines are used in the following dis¬
cussion to provide examples in the capital goods area..
New raw materials and other products are treated else¬
where in this paper.
Minor technical newness involves direct substitution
of the new process or product for the old by the customer
with only minimal training or orientation required.
Example:

For many years prior to about i960,

the

standard plastics injection molding machine was of the
"plunger" type.

These machines were gradually improved

over the years in terms of cycle speed, heater controls,
valving and safety.

Each successive model containing

these improvements was touted as being "new" by the manu¬
facturer.

\

New machines were generally purchased only when
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replacement or expansion was

Indicated.

Many molding shops

favored a particular manufacturer’s machine and would
simply order the most recent model available.
cessive models or varieties did.
valuable features,

and the

In fact,

These

suc¬

have new and

last was certainly a different

piece of equipment from the first.

However,

these gradual

improvements were readily accepted and required essentially
no customer training for proper use.
crease

This

incremental in¬

In technical sophistication Is typical of a situation

involving minor technical newness.
Significant technical newness
or characteristics of the
affect performance,
quires

the

involves new features

process or product that materially

full implementation of which re¬

some unique technical input.

Example:

A variety of major modifications were made

to the basic plunger injection machines in the
and early 1960's to greatly improve
performance.

late

1950’s

their capabilities and

Automated machines were produced as well as

novel heating arrangements for melting the plastics.

A

variety of compound machines were offered that were de¬
signated by such terms as
and

"screw-plunger".

"plunger-plunger",

"piggy-back"

Each required that the customer be

sold on the particular design and be trained to optimize
its capabilities.

However,

they were each modifications

of the proven plunger machine design and were
in familiar technology and experience.

firmly rooted

These machines
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placed varying learning requirements
as a group,

on the customer but,

were characterized by significant technical

newness.
Major technical newness usually Involves a new process
or product for accomplishing an old or a new task.
cases,

it may involve applying an old process or product

to a new task.

However,

process or product
quirement

suggests a more

limited technical re¬

Major technical newness

injection molding business by the

machine.

"screw-injection"
in the

and offered major production advantages over

plunger machines.

were

is represented in

Such machines were developed in Europe

1950*s

late
the

the very availability of the old

in applying it to the new task.

Example:
the

In some

Their operation and capabilities

sufficiently different that their use required that

operators be retrained,

and that production and engineering

personnel learn new standards of machine performance.
Their acceptance has had a major impact on the plastics
molding business and the people in it.
are now themselves well established as
ment

in the domestic

Screw machines
the

standard equip¬

injection molding machine business.

It is difficult to quantify technical newness because
of the variety of end products and the range of technical
information that are
here

is to

(1)

involved.

identify the

The approach suggested

componants that make up the
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concept of technical newness and

(2)

to rate

each of these

componants on a numerical scale depending on the degree
to which they are present.
newness
product,

Figure 7 indicates that technical

is related to the process required for the new
the equipment needed,

the amount of customer

training involved and the effect of the new product or
process on the end product concerned.
is

scaled from 1

These

scales are

materials,

Each of these factors

to 5 and a factor weight assigned to each.
equally applicable to new equipment,

raw

industrial componants or finished products.

Those using the chart will note

that novel raw materials

will tend to have higher values than finished products.
This

is consistant with observed industry experience.
The

technical newness of any new product will have

a value between 0 and 5 when determined according to the
proceedure

in Figure

7.

The

following scale

the measure of new product technical newness

is used as
for the purposes

of this paper.

Degree of Technical Newness

Factor as Determined
in Figure 7

Minor

0

Significant

2.1

Major

3.6 - 5.0

-

2.0
-

3.5

FACTORS AFFECTING NEW PRODUCT TECHNICAL NEWNESS
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Market newness.

The concept of market newness was

earlier related to the customer list of the company Intro¬
ducing the new product.

There Is "no market newness" If

the new product Is to be sold only to existing customers.
There Is "total market newness" If an entirely new customer
list Is required.

Several factors exist that may have

a direct effect on the market newness of a specific product.
For example,

the degree of market newness noted above

assumes that all companies act and make their purchases
as a corporate entity.

It Is well known that many large

companies are sufficiently segmented that they should be
considered as a series of purchasing groups rather than
as a single customer.

Thus, the customer names alone may

not give a true Indication of the market newness involved.
It will also be noted that the market newness as
described above Is based on first level customers only.
However, there exist many industrial products for which
two levels of customers must be considered in a marketing
situation.

Plastics resin suppliers commonly sell to

injection molders, who, in turn, sell to "end users" such
as the automotive companies.

Certain injection molders

specialize in transparent automotive moldings such as
tail light lenses; others specialize in gears and bearings;
and some in trim clips and other proprietary items.

A

resin supplier working with any one or several of these
groups is familiar with the resin specifications, color
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matching requirements and other unique needs of the auto¬
motive trade.

There Is less "market newness" Involved

In his Introducing a new automotive resin to a part of the
injection molding trade he has not previously contacted
(say, the lens molders) than for a resin supplier with no
previous end use in the automotive area.

Thus, the identity

of the second level customers may reduce the degree of
marke t newne s s•
The opposite situation may exist for new raw materials
that require customers to set up novel processes for con¬
verting them into useful form.

New companies are frequently

fromed specifically to exploit new products or processes,
and existing companies routinely establish special groups
to handle unique manufacturing processes.

In either case,

the major purchasing influences may be entirely new to
the organization charged with the selling task.

The re¬

sult is that these businesses tend to have high levels
of both technical and market newness.
The author is not aware of any study relating new
product introductions to existing customer lists.

It is

obvious that almost every new product will fall between
the extremes of no market newness and total market newness
as those terms have already been defined.

The following

guide is suggested as a measure of market newness in this
discussion, recognizing the limitations already mentioned.

\
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Degree of Market Newness

Relationship with
Existing Marketing Organization

Minor

Less than 25% of the direct
potential customers are
estimated to be new.

Significant

Between 25% and 75/6 of the
potential customers are
estimated to be new.

Major

More than 75% of the potential
customers are estimated to be
new.

Product Investment.

Management is Judged almost solely

on the profitability of the organization, and an investment
in a new product reflects on the profitability of the
enterprise.

Joel Dean points out the relationships between

new product investments and profitability in
Budgeting^ and in the article,

Capital

"Product Line Policy"^.

He suggests that the profitability of proposed new products
be calculated on a long run incremental basis during the
early planning stages.

Pro forma income statements with

and without the new product should be compared to determine
the net effect of the new product on the long-term fi¬
nancial health of the company.

He insists that the return

on the total investment be used as the measure of the
relative profitability of competing projects.

This total

^Joel Dean, Capital Budgeting (New York:
University Press, 195l)t pp. 128-139*

Columbia

5joel Dean, "Product Line Policy", Journal of Business,
October 1950, pp. 248-258.
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investment figure should include direct Investment and all
associated costs such as receivables and added working
capital, the cost of management attention and the costs
involved in educating the customer about the new product.
Joel Dean properly maintains in these writings that "the
pivotal test for the addition of a new product is its
profitability."6
Pivotal though it may be, profitability cannot be
the sole financial criteria.
their financial resources.

Companies vary greatly in
An opportunity that is

appropriate for a small company may be far too small to
be interesting to a General Motors or a General Electric.
Executives in the development departments of both the
DuPont and 3M companies have stated the necessity of
their working only on product opportunities that are
"large enough".^
or 3M?

But what is "large enough" to a DuPont

What are the sales or Investment requirements?

And how do they relate to the companies of smaller di¬
mensions?
An industrial corporation can be defined as a device
for employing capital and manpower in profitable manufacturing

6Ibld., p. 252.
^Russell W. Peterson, "New Venture Management in a
Large Company", Havard Business Review, May/June 19^7*
Vol• 45, No. 3, p. 70, and Arthur G. Janssen, "The Organ¬
ization and Use of a New Business Development Division",
Establishing a New Product Program, (New York:
American
Management Association, 195&)• p.~67.
\
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and mining enterprises.

The large corporations, in

practice, are almost the sole source for large amounts
of venture capital for new products.

A feel for the size

of a "major” investment in a new product can be gained
by considering the assets available to large corporations
and the sales that these assets have generated.
o

According to Fortune , in 1966, the 500 largest
manufacturing and mining corporations employed almost
three-fifths of all people working in the United States
in those fields and had combined assets of $282.9 billion.
The largest of these was General Motors with assets of
$12.9 billion and the smallest had assets of $9^*6
million.

General Motors had sales of $20.2 billion and

the smallest had sales of almost $129 million.

This 156

fold difference in sales and somewhat smaller difference
in assets is misleading.

One-hundred and fifty-four or

the five hundred listed companies had sales between $129
million and $200 million.

All the companies combined

averaged 1.18 dollars of sales for each dollar of assets.
Thus, sales of $129 - $200 million represents assets of
$116 - $160 million.
It is obvious from the preceding that a corporation
with $100 million or more in assets is a major Industrial
enterprise; and an investment of any large portion of
^"The Largest Industrials", Fortune, June 15. 1967,
Vol. LXXV, No. 7, pp. 196-213.
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that amount is a major commitment.

For the purpose of

this paper, an investment of #20 million or more in a new
product is considered to be a major investment.

The #20

million figure should represent the total costs (i.e.,
asset allocation) in the project during the forecast
period including (1) all accumulated R & D and development
expenses,

(2) the commercial plant and anticipated ex¬

pansions for the forecast period and (3) marketing costs.
Having defined the investment requirements in terms
of the smallest of the H500 Largest Industrials”, it is
well to see how the criteria fits in with the practice of
some of the largest.

General Electric, DuPont and General

Motors are all divisionalized companies.

Divisionalization

is a technique used to isolate Investments into "profit
centers" that can be more readily managed and measured
than a single, functionally organized enterprise.

Thus,

the individual profit centers are separate Investment and
sales entities.

It is a reasonable assumption that each

of these existing profit centers is considered to be a
major component of the total enterprise by the corporate
managers.

It follows that any new product that is expected

to attain comparable sales or requires a similar level of
assets must be considered as a major new opportunity.
The individual profit centers within the General
Electric Company are termed Departments and Operations.
As of December 1967, there were approximately 120 such
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profit centers in the domestic operations.
of the company were $7.7 billion in 1967.
department size was $64 million.

Total sales
Thus, the average

The total assets of

the company are shown on the 1967 annual statement as
$5.35 billion.

The average capitalization (or total

company commitment) per profit center is, therefore, of
the order of $44 million.

There is some error in these

numbers because of the existence of U. S. Government
owned but G. E operated facilities and various joint
ventures and foreign operations whose earnings and in¬
vestments were consolidated into the total figures.

However, the figures are sufficiently accurate for our
purpose here•
The 1967 sales of the DuPont Company were approximately
$3.1 billion.

About 1/3 of the sales were reported to be

in textile fibers, leaving about $2.0 billion for all
other products.

DuPont is organized into 12 operating

departments of which textile fibers is one.

The remaining

11 departments had, therefore, average sales of about
$200 million each.

There are separate profit centers

within the departments which vary in number with the
department.

For example, there are four divisions within

the Plastics Department so that the average sales can be
estimated at about $50 million per division.

Similarly,

the average investment per division can be estimated at
$42 million.
X
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Prom the foregoing, it can be concluded that products
that have sales of $50 million or represent Investments
of $40 million are considered to be major components of
even the largest Industrial organizations.

It should be

noted that these figures are for products at all stages
of their product life.

It is reasonable to assume that

these very large corporations consider Investments in
new products of $20 million or more to be major investment
decisions.
The investment opportunities that are smaller than
those defined as major are, for the purposes of this
paper, called significant or minor, depending on their
size.

The approvals that are needed in a large cor¬

poration to spend monies are an Indication of the view
that the current management holds regarding the importance
of an expense of capital item.

Board of Directors’ approval

is specifically required for any large investment.

In

a large corporation, capital Investments in excess of
$1.0 million typically require Board approval.

Therefore,

that amount of money invested in a new product is con¬
sidered significant.

Smaller amounts are considered to

be minor.
The following table summarizes the discussion in
this section.

It is again noted that the amounts shown

are total project costs, including R Sc D, manufacturing
and marketing expenses.
X
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Level of New Product Investment

Amount of Investment

Major

$20 million or more

Significant

$1 - $20 million

Minor

Less than $1 million

C.

Classifying New Products in Terms
of the Common Characteristics

Classifications proposed in the literature.

Con¬

sideration can new be given to the classification of new
products using the techniques and "common characteristics’*
Just discussed.

As a first step, the techniques for

classifying new products that are suggested in the
literature should be reviewed.
There have been several suggested ways of doing so.
Arch Patton^ indicates that there are several degrees of
"newness" in new products as follows:
(1)

The unquestionably new product

(2)

The partially new product

(3)

The major product change

(4)

The minor product change.

He, therefore, classifies a new product as "a product that
opens up an entirely new market, replaces an existing
product, or significantly broadens the market for an
^Arch Patton, "Top Management's Stake in a Product's
Life Cycle", The Management Review, Vol. 48, June 1959»
p. 15
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existing product."10

Professor Patton himself states

that his definition is not entirely satisfactory in dis¬
tinguishing a new product from variations of an old one.
It is not a good definition from the point of view of
this paper because it does not allow for the "me-too"
type of product introduction that is included in this
discussion.
Joel Dean has classified product investments into
two types:

(1) improvements of existing products, and

(2) additions to the product line.

He says the product

line additions may be either well known products that
are new only to the company or innovations that are new
to the world.11

This classification certainly includes

the "me-too" category of new products.

However, it relates

only to the investment itself and further does not dis¬
tinguish between an important and a minor new product
innovation.
Theodore Levitt says that, strictly defined, in¬
novation (i.e., new product innovation) occurs only when
something is entirely new, having never been done before.
He, therefore.distinguishes between (1) newness in the
10Ibld.. p. 16.

Joel Dean, Capital Budgeting,
University Press, 1951)# P* 1*9-

(New York:

Columbia

1^Theodore Levitt, "Innovative Limitation", Havard
Business Review, Vol. 44, No. 5* September-October 19&&,
p. 63.
\
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sense that something has never been done before, and (2)
newness in that it has not been done before by the in¬
dustry or by the company now doing it.

This is similar

to the Investment classification suggested by Joel Dean.
It has the same limitation of not distinguishing between
important new products and relatively minor product
innovations.
Proposed classification.

It is concluded that the

various classifications of new products that have been
previously proposed are, for varying reasons, not adequate.
It is proposed here to classify new products according
to the "common characteristics** as they have previously
been described.

It was earlier noted that each of these

characteristics can be scaled from being a minor to being
a major factor in a given marketing situation for a new
product.

Each such situation should be evaluated separately,

and the following provisional assignments made to the
characteristics noted;
(a)

A value of 1 point is assigned to each of the

three characteristics that is present to a minor degree.
(b)

A value of 2 points is assigned to each of the

characteristics present to a significant degree.
(c)

A value of 3 points is assigned to each of the

characteristics present to a major degree.
Once the point values have been determined,

the new products

under consideration are placed in the three categories
N
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shown below:
(a)

Minor new products:

These are products whose

total point value does not exceed 4.

In general, they

require that:
(1)

Small amounts of technical Information be

conveyed to the customer,
(2)

Minor changes be made in the customer

segment served, and
(3)
(b)

Relatively small investments be made.

Significant new products:

These are products

whose total point value is either 5, 6 or 7.

This

suggests that:
(1)

Two of the characteristics be present in

at least a significant degree,
(2)

No more than two of the characteristics

be present in a major degree.
(c)

Major new products:

These are products whose

total point value is either 8 or 9.

This requires that

two of the characteristics be present to a major degree
and the third to at least a significant level.
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D.

How the Marketing of New Products Relates
to the Common Characteristics

New product introduction — a special task.

There

is a direct relationship between the "common character¬
istics" as they already have been defined and the marketing
organization of the company offering the new product.
Marketing is the normal channel for introducing new
products to the market.

However, such activity represents

a special task for any existing marketing group.

John

Allen Murphy points out the uniqueness of this task in
the following quotation.
Often a new product has to be sold differently
when it is being introduced than it does after it
has been established.
A special type of salesman
is required to introduce the thing.
Then, after the
market has accepted it, its selling can be turned
over to the company*s regular salesmen.
Often the new product demands salesmen with
missionary zeal.
It is necessary to have men who
not only can break down resistance for their products,
but who can create enthusiasm for them.
In selling a new product, it is also important
that the salesman be allowed to concentrate.
If he
has too many articles to sell, h^ocann°t do justice
to the article being Introduced. J
George N. Kahn and Abraham Shuchman have explored in
detail this difference between sales maintenance and sales
development activities. ^

They, like John Allen Murphy,

1^John Allen Murphy, "What Type of Distribution Setup
for the New Products", in Product Strategy and Management,
ed. by Thomas L. Berg and Abe Shuchman, (New York:
Holt,
Rinehart and Winston, Inc., 1963). P* 535•
^George N. Kahn and Abraham Shuchman, "Specialize
Your Salesmen", Havard Business Review, Vol. 31. No. 1,
January-February 1961. PP* 90-9$•
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recognize the special nature of the new product Intro¬
duction task as shown in the following excerpt:
For firms seeking to introduce new products,
market development is, of course, of paramount
importance,
Ineffectively organized sales forces
are unable to make the benefits of their new products
highly visible. As a consequence, many new products
fall to succeed, not because they offer no valuable
benefits, but because these benefits are not com¬
municated. 1 ^
The authors propose that dual sales forces be used on major
product lines and for new product introductions.

"Sales

maintenance" specialists would be responsible for existing
account business.

"Sales development" specialists —

operating in the same geographic territories — would
have responsibility for developing new customers and new
applications.
The common characteristics and the marketing organ¬
ization .

Murphy, Kahn and Shuchman are only three among

a number of authors who have commented on the difference
between sales development and sales maintenance activities.
It is appropriate here to examine the special nature of
the new product introduction that makes it a different
task from selling the existing product line.

This exam¬

ination will be in terms of the common characteristics of
new products as already defined.
(a)
customer:

Technical information must be conveyed to the
A sales organization must be trained in a new

15Ibld., p. 95.
\
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technology before they,

in turn, can train customers.

Some type of training or orientation program for salesmen
must, therefore, accompany any new product introduction.
Such training periods can be very undesirable because:
They cost both time and money.

Usually, the more

complex the technology to be learned, the more expensive
the training required.
Time spent in training is necessarily taken from
the sales effort on existing products, and sales organ¬
izations are measured on their ability to produce sales
from the current product lines.

This is reflected in the

broad use of commissions and incentive systems in in¬
dustrial marketing to generate short-term sales.
Some of the present sales force may not have the
aptitude or willingness to learn the new technology.
(b)

New customers must be sold:

Kahn and Shuchman

detail the problems Inherent in having salesmen simul¬
taneously perform the tasks of (1) selling current
customers, and(2) seeking new customers, either for the
same or new products.

Kahn and Shuchman suggest that

the new customer contact task will generally be handled
inadequately because:
The initial selection and subsequent rating
of the salesman is based on his ability to develop
current sales.
For this reason, field sales per¬
sonnel are generally of the type that are inclined
toward selling current customers.
Sales compensation plans tend to favor sales
maintenance rather than sales development activity.
\
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Sales development work Is less rewarding
w
emotionally than calling on established customers.
(c)

An Investment must be made In the new product:

Generally, the greater the new product Investment, the
greater the effect on profit.

Thus, management has a

"need-to-know" about the progress of the new products
under Its jurisdiction.

Formal marketing organizations

that have handled only established products have a limited
ability to provide the improved communication necessary
to satisfy management*s information needs on new products.
The modifications in marketing organizations noted In
the literature have, in part, been made to improve com¬
munication between the management and those directly
responsible for the new product introduction.
It can be concluded from the foregoing paragraphs
that there exists a specific relationship between the
common characteristics and the capabilities and organ¬
ization of the existing marketing personnel.

The chapters

that follow will examine this relationship in detail.
Minor new products will be considered first, followed by
significant and major new products in that order.

16 Ibid., pp. 91 a^d 97*

CHAPTER

III

MINOR NEW PRODUCT INTRODUCTION
A.

Examples of Minor New Products

By definition, a minor new product introduction in¬
volves a relatively small capital investment, essentially
the same customer list as for the current products, and
relatively small amount of new technology to be imparted
to the custpmers.
Products of this type are frequently described as
product improvements rather than new products.

However,

it is possible to have an entirely new product that falls
into this category.

One such item could be the introduction

of glass-filled thermoplastic resin by a current producer
i

of the base thermoplastic product.

The glass-filled resin

is a distinctly different product, with different physical
properties and is intended for some different end uses than
the unfilled resin.

However, the same group of customers

(injection molders) handle both products and there is little

^Plastic materials are divided into two types, thermo¬
plastic resins and thermosetting resins.
Thermoplastic resins
can be melted by heating then returned to solid form by cooling
any number of times.
Nylon, "Lucite" and "Plexiglas” are
typical.
Thermosetting resins undergo a chemical change
during the first heating and cooling cycle.
They then form
a solid, insoluble mass that cannot be melted upon reheating.
"Bakellte" resins and polyester resins are of this class.
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new customer technology required.

The Investment in equip¬

ment for the resin supplier is large — in the order of
$250 thousand.

However,

it is not significant when compared

with the price of the polymer plant that makes the base resin
that is then glass-filled.

A typical investment for such

plants is on the order of $10 million.
Another example is the use of a conventional thermo¬
plastic resin as a tumbling media for parts molded of
thermosetting resins.

The tumbling operation removes the

excess "flash" from the parts.

One such product, called

"Polyblast", was recently introduced by the General Electric
Company through the same marketing organization that handles
its thermoplastic and thermosetting resin sales.

The

material is described in the descriptive literature in the
appendix.

The major prospects for the Polyblast material

were its customers for thermosetting resins.

Hence, the

sale of the product involves the same group of customers
as was previously being solicited.

The amount of technology

involved in selling the product was relatively little, and
the total plant investment to produce "Polyblast" was not
large in comparison with the major plant investments in
either the thermosetting or thermoplastic businesses.
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B.

Requirements for Minor New Product Introduction
It is apparent that two things are required for a

minor new product to be successfully Introduced;

(1) the

new prospects for the customer list must be identified and
approached, and (2) the technical information on the new
product must be put in a usable form for use of both the
sales personnel and the potential customers.
can have a large promotional content.

This Effort

For example, the

Chemical Materials Department of the General Electric
Company has established formal procedures regarding the
introduction of products that are defined here as minor.

2

The procedures require that the following elements be con¬
sidered in any new product introduction;
(1)

A product introduction plan and schedule.

(2)

Price lists and product data sheets.

(3)

An advertising program and schedule.

(4)

Processing literature and instructional bulletins.

(5)

A schedule of publicity releases, direct mail and
signed magazine articles.

(6)

Sample kits.

(?)

Slides, charts and other sales aids.

(8)

A prospect list and target account list.

^Chemical Materials Department, General Electric
Company, Standard Practice Instruction CC 1.4, dated
July 1965, entitled "Preparation of Marketing Plans .
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Various

items of promotional information that were actually-

used in the commercial Introduction of

"Polyblast” are

included in the appendix.
Other companies appear to use
least,

provide

the

similar lirts or,

at

same promotional information during

minor new product introductions.

Robert T.

Eldridge dis¬

cussed the promotional plans that accompanied the
duction of the then new Freon 502 by DuPont.^

intro-

Freon 502

would be classified as a minor new product according to
the definitions used here.
that the

The article makes

it clear

introduction of Freon 502 involved all of the

elements considered necessary by the General Electric
Company and,

in addition,

made use of a trade

show,

a

movie and a company publication sent to overseas distributors
of their Freon products.

C.

Organizing for Minor New Product Introduction

It

should be noted that neither the Standard Practice

Instructions of the

Chemical Materials Department of General

Electric rr>r the article by Mr.

Eldridge of DuPont

suggest

or even make reference to -- the establishment of a special
marketing organization to handle the new products.
be

It can

inferred from this and other available marketing literature

^Robert T. Eldridge, "New Product Advertising Is
Easy _ For DuPont", Industrial Marketing, November 1965*
pp.

88-91*
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that minor new products are Introduced within the framework
of the existing organization and that they are treated as
simple additions to the line of the existing sales group.
However, it is obvious that the development of the program
and the generation of the required elements of information
requires considerable effort.

Clearly, some individual in

the headquarters marketing group should be responsible for
developing the data and coordinating the program.

Ideally,

the Individual should have had responsibility for or, at
least, participation in the program since its Inception.
For the purposes of this paper, that individual will be
termed a program or product manager.
While introducing the term "product manager", a dis¬
tinction should be made between the activities of a product
manager in an industrial products company and in a consumer
products company.

The industrial product

manager is most

commonly concerned with generating sales through a field
sales organization; a consumer product manager usually
generates sales by advertising to the consumer.

The dependence

of the consumer product manager upon advertising is clearly
shown in such organizations as the Jell-0 Division of General
V

Foods.

(Figure 8).

The various product managers of the

Jell-0 Division report to three group advertising managers,
who in turn report to the marketing manager.

This contrasts

with the previously shown organization of the Polychemicals
Department of the DuPont Company (Figure 4, p. 11).

In that

50

Figure 8

Reproduced from "The Organization
of the Marketing Department"
Hector Lazo and Arnold Corbin
Management in Marketing:Text and Cases
McGraw-Hill Book Co.,N*Y.,1901,p.235*

\
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organization,

the product managers report directly to the

marketing manager.

The company's advertising department

is considered by the Polychemicals Department to be a service
function.

Use is made

of advertising to support

individual

products or new product introductions at the discretion of
the

individual product managers.

The work of an industrial

product manager is usually oriented toward developing the
technical and marketing data that
sales organization.

can be used by a field

National trade advertising and publicity

releases are certainly a part of the
they are

secondary to the

job,

but on balance

support given directly to the

field sales organization.
It is again noted that a key concept in the

introduction

of minor new products is that they are introduced through
the currently existing sales organization.

The primary burden

for introducing the product is placed on the field sales
organization, with marketing support and coordination being
supplied through a product
As

earlier indicated,

(or program)
duction.

manager is

essential componants
He makes

the primary activity of the product

to coordinate the new product

advertising,

of the new product.

intro¬

He works

sales and the other

in developing a product introduction

sure that appropriate

regarding the uses,

\

manager.

This man "personalizes” the activity.

with the manufacturing,

plan.

(or program)

information is collected

potential customers and

technical aspects

He then coordinates the dissemination
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of the

information in terms

and potential customers;

of advertising to the distributors

product literature and other sales

aids to the field sales organization;

and follow up infor¬

mation and services as required.
Figure 9

shows an organization chart of a department

in a typical multi-product company.
cations,

With but

slight modifi¬

it could represent equally well a multi-product,

small industrial company.

Figure 9 will be used as a reference

in the remainder of this paper.
are discussed in the text will be

Organizational changes that
shown as modifications to

that exhibit.
It was

suggested that a minor new product requires the

assignment of a product
sibilities

or program manager.

involved may be a full time

creation of a new position.
of a minor new product has

More

The respon¬

Job that requires the

likely,

the

introduction

sufficiently limited time demands

that it can be assigned as an additional responsibility to
an already existing product manager.
the previously discussed

The introduction of

"Polyblast'* was handled as an

additional assignment by an individual within the Poly¬
carbonate Market Development group who was designated as
product manager.

Organizationally,

the minor new product

(Polyblast)

manager of the parent product

the product manager of

reported to the product

(polycarbonate resins).

Figure 10 presents two possible modifications
organizational chart.

\

In one case,

these

to the

functions of
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Figure 9
BASIC ORGANIZATION CHART

GENERAL
MANAGER

DIRECTOR
RESEARCH &
DEVELOPMENT

_1_
MANAGER
FIELD
SALES

DIRECTOR

DIRECTOR
MFG.

1

_1_

MANAGER
MARKETING
SERVICES

MANAGER
technical
SERVICES

MARKETING

MANAGER
MARKET
RESEARCH

MANAGER
ADVERTISING

Figure 10
SUGGESTED ORGANIZATION CHART
FOR INTRODUCTION OF
MINOR NEW PRODUCT

DIRECTOR
FINANCE

PRODUCT
MANAGER
PRODUCT"A"

PRODUCT
MANAGER
PRODUCT"B"
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product manager for the minor new product have been isolated
and set up on parity with the existing product managers.
the other case,

In

the product manager for the minor new product

reports to an existing product manager.

The level of re¬

porting does not appear to be critical to the success of
the product manager of a minor new product.

What is critical

is that the necessity for the coordinating individual be
recognized,

that the

job and objectives be properly defined

and that the required responsibility — and authority —
be assigned.

CHAPTER

IV

SIGNIFICANT NEW PRODUCT INTRODUCTION

Significant new products were previously defined in
Chapter II as those that have a point total of 5*

6 or 7

using the measurement techniques discussed in that section.
There are actually sixteen different ways in which the
points assigned to the common characteristics could total
5,

6 or 7.

In twelve of the sixteen cases,

and only one,
discussion.

is present to a major degree.

one characteristic,
In the following

Significant New Product Introduction, will be

considered in which each of the three common characteristics
is present in a major degree.

Suggestions for organizational

changes will be based on these three cases.

A.

A Product with a High Level of Technical Newness

Examples.

Assume that the problem is the introduction

of a new product to an existing group of customers and that
the use of the new product requires that a high level of new
technology be imparted to the customers•
might be a new elastomer (rubber)

Such a product

that can be processed on

the same type of machinery as that used for the conventional
injection molding of thermoplastics.

55

The customer converters
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for the

elastomer may be the

marketed plastics.
of

However,

same as for the currently
the handling characteristics

the two products may be very different and require

the

learning of rubber as opposed to plastics technology by the
processor customer.
Another example is the current introduction of
nylon paper by DuPont
temperature

"Nomex"

into the electrical trade as a high

Insulating material to replace mica.

DuPont already had extensive customer contacts

in the

electrical field because of their previously established
"Mylar"

film product

product life,

line.

For the

Nomex paper was produced for DuPont by a

commercial papermaking company.
therefore,

The DuPont

investment was,

quite modest until their recent construction of

their own papermaking facilities.
ature

first three years of the

The use of a high temper¬

synthetic paper in place of traditional mica is a

major technical change

in the motor,

fabricated insulation markets.

wire and cable and

It has necessitated the

design of entirely new insulation systems while permitting
new motor designs and lowered costs.

Both

"Nomex" and

the

previously mentioned injection moldable elastomer well
qualify as products with a high level of technical newness.
Requirements for the product introduction.

The

marketing requirements for new products that have a high
level of technical newness vary with the particular product.
In each case,

a new

and specialized technology must be
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conveyed to the first level customer
'•customer").

In many situations,

(hereafter called the

the advantages of the new

product or system must also be conveyed to the
customer

(hereafter called the

second level

"end user").

The previously mentioned elements of promotional
information that were relevant

to minor new product

ductions are also applicable to all types of
new products.

However,

intro¬

significant

the high technical content of this

type of program requires the use of special techniques to
convey the
users*

information to the

For example,

the

salesmen,

customers and end

information that is provided must

be of sufficient quality to satisfy the technical needs of
the customers;

it also must be

sufficiently promotional

to both stimulate the customers and excite major end use
activity.

The planning and execution of such promotional

plans requires more effort,

skill and coordination than the

less demanding requirements of typical minor new products.
There also exists the need for the training of the
existing sales

force

in the new product.

This may necessitate

formal training programs or technical sessions for the
men*

In some

instances,

the field

salesmen may use

sales¬

the various

customer plant trials conducted by headquarters technical
personnel as an opportunity for their own training.
conceived,

However

an adequate training program must be planned and

directed*
Experience has indicated that specialized technical

\
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personnel are

frequently needed to personally convey the

new technical information directly to the prospective cus¬
tomers.

These personnel,

working out of headquarters office,

may even perform some of the functions normally associated
with the field sales organization.
(a)

They may,

for example,

make direct customer contacts as required,

(b) arrange

for evaluations of materials and visit the customer plants,
either with or without the

salesman,

and

(c)

communicate

the test results directly back to headquarters.
instances,

the salesman may temporarily be

importance at

In some

supplanted in

the processor’s plant by the company technical

representative.
E. Raymond Corey has written in detail of the activities
of these

"end use specialists".1

Chapters V and VI

of his

book describe how sophisticated end use activity can be the
key to successful product introduction of the type dis¬
cussed here.
The educational content of this type
introduction should be noted.
ization and the

Both the field sales organ¬

end users must assimilate considerable amounts

of new Information.

However,

there is a finite point
cational

of new product

it should also be noted that

in time by which the

Internal edu¬

job will have been largely completed and a base

*E. Raymond Corey, The Development of Markets for
New Materials, (Cambridge^ Mass:
Riverside Press, 1956) ♦
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group of processor customers will have been created.

The

training of additional new customers can then be handled by
the existing sales organization within the framework of
their normal customer activities.

This analysis

suggests

that the functions to be performed and the organization
required for this type
time.

The

training;

of product

initial emphasis is
the later emphasis

is

introduction changes with

on product

introduction and

on integration and the

building of sales volume.
Organizing for the product introduction.
that the tasks

It

is apparent

just described are exclusively marketing tasks

in spite of the high content of technical information that
may initially reside
expected that

in the R & D organization.

It is to be

significant new products with high levels of

technical newness will eventually be handled by the
marketing organization.

existing

If the marketing responsibility will

eventually fall under the present marketing management,
should remain there during the introductory phase.
problem is

the

The

one of organizing the marketing function to

assure successful commercial introduction and(b)

it

(a)

to permit

eventual integration to proceed smoothly.
The varied activities

and Integrating the sales

of introducing the new product

effort require a strong coordinating

function such as embodied in a program or product manager.
It

is apparent that this

individual has much greater respon¬

sibility and should have greater authority than the previously
\
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described product manager for a minor new product.

The

varied activities and coordination responsibilities require
that this product manager be on level with existing product
managers and,

preferably,

with the

sales manager.

The

technical personnel assigned to the program and the associated
end user personnel should report directly to the product
manager during the product introductory phase,
be

in a position to direct the advertising,

and he

should

promotional and

sales training activities related to the product.
A product manager needs considerable authority to
carry on the various

functions outlined above.

He will also

have need to communicate directly and at a high level with
the other functions of the organization to affect the necessary
coordination.

It is suggested that

industrial product managers

for this type of significant new product report directly to
the chief marketing executive.
modification to be made

Figure

11

shows the recommended

in the basic organization chart.

It was earlier indicated that the

functions and required

organization of the new product managers group are different
before and after the

successful Introduction.

A number of

specialists are needed specifically for the educational and
missionary task associated with the new product
It

introduction.

is presumed that these highly trained specialists will be

assigned and absorbed into field sales,
the other marketing functions as the
At the end point,

the

technical service and

educational task diminishes.

functions and organization of the
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Figure

11

SUGGESTED ORGftNI ZATICM CHART
for imTODUcnaJ of~
SICUIFICflNT NEW PPOCUCTS

\
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residual group will parallel those of the previously estab¬
lished product managers groups.

B.

A Product that Requires Entry
into a New Market Segment^

Example.

Let us assume that the problem is the

intro¬

duction of a product that requires only modest amounts of
technology to be conveyed to the customer but that
duct has major market newness
customers are new tb the

(i.e.,

supplier).

the pro¬

more

than 75% of the

That

is the situation

faced by the American Viscose Division of the FMC Corporation
in their current

introduction of their brand

film to the market.
domestic producers

American Viscose
of cellophane.

is one

of polyester
of only three

That product

is

almost exclusively towards the packaging industry.

oriented
Their

introduction of polyester film requires that they approach
a very different group of prospects.
Stanford Research Institute,

the

According to the

19^5 market for polyester

3
film was divided approximately as follows:

2The information in this section was developed, in
part, during a meeting on February 12, 19^7 with Mr. R. H.
Hughes, Development Manager, FMC Corporation, Philadelphia,
Pa., and several subsequent conversations with him by phone.
^Philip F. Lewis, "Polyester Films”, Report #580-1270,
Chemical Economics Handbook, (Menlo Park, California:
Stanford Research Institute, April 1966), PP* A-E.

Sales
Millions of Pounds
Packaging

7

Sales
Millions of Pounds

Photographies

6

Electrical

10

Fabrics

3

Magnetic Tape

12

Stationery Items

2

Miscellaneous

1

Exports

2

--43

Total -- -

MM lbs.

American Viscose could have restricted its marketing
activity with polyester films

to the packaging market where

it had a high level of competence and well developed customer
contacts.

However,

this would have limited their parti¬

cipation to approximately 1/6 of the total market opportunity.
This

limitation was not acceptable to FMC management,

the company sought

to modify its

and

sales organization to

handle the new marketing situation.
Requirements

for the

product

introduction.

The

problem of entering a new market segment with a new product
is common in industry.
company is the

(1)

is frequently encountered when a

second or third to come

a new raw material.
exists.

It

In these cases,

on the market with

a demonstrable market

The new company coming into the market must

identify the customers and end users in the new market

segment,

(2)

make itself and

market segment and
The

(3)

its products known to the new

learn to service their needs.

initial effort in identifying customers and end
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users Is a market research function.

Gordon H. Wehrly has

discussed these activities of the market research function
in detail.^

Skilled personnel can locate the potential

customers geographically, measure their potential as cus¬
tomers,

determine distribution methods common to the segment,

obtain valuable competitive information and learn the market
needs in terms of improved products or services.

Entering

a new market segment frequently Involves facing a competent
and entrenched competitor.

A major function of the market

research effort is to provide the input for the marketing
plan to meet this competitive situation.
Prodecures for making a company and its new product
known in a new market segment can vary widely with the sit¬
uation.

Companies frequently announce their intentions to

enter a new market segment long before they are ready to do
so.

This permits them to openly develop contacts in the new

market segment and helps in the identification of potential
customers.

Typical is the advertisement that was run by the

Celanese Company to announce their entry into the nylon
resin business (figure 12).

It will be noted that the

advertisement was run in December
text,

1966 and, according to the

the plant was not to come on stream till mid-1967.

Companies that enter a market late have the obvious advantage

^Gordon H. Wehrly, "Analyzing Competitive Factors in
New Product Development", in Product Strategy and Management
ed. by Thomas L. Berg and Abe Shuckman, (Mew Xor^:
Holt,
Reinhart and Winston, Inc., 1963)* PP* 233-2^0.
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Rather big.
We're starting construction of a new plant in
Houston. Texas, with a yearly capacity of 12-million
pounds of nylon molding resins-based on a new
polymerisation process. When the plant is on
stream, by mid-1967, Celanese will be one of the
two leading producers of nylon molding materials
in the United States.
As we said. Celanese Nylon is coming.
Celanese benefits from twenty-five yeaTS of nylon
technology. LCX. Ltd. and Celanese jointly own
Fiber Industries. Inc., which produces nylon fiber
at Greenville, S. C. Nylon salt for the new Celanese
Nylon plant at Houston will be supplied from the Bay
City, Texas, facility of Celanese Chemical Company
which is now undergoing major expansion.
Production of a competitive high-quality Celanese
Nylon, prior to start-up of the Houston plant, is
possible due to existing Celanese facilities and
completely integrated technology. New Celanese
Nylon 66 and Celanese Nylon 610 molding and
extrusion resins, plus a full range of copolymer*
and terpolymers, will be produced under the
Celanese-developed process within a year's time.
. We are also boosting production of our other major

ngineering plastics: Celcon acetal copolymer,
egular and glass-reinforced grades. Forticel
ellulose propionate. Cellulose Acetate. Fortiflex
>olyethylenes. So we can offer a most complete line
if engineering plastics. Included in this family of
■ngineering plastics will be glass-reinforced
lylon molding compounds.
While we obviously didn't invent nylon, the addition
>f Celanese Nylon resins is a logical extension of
Celanese Corporation's diversified line ot over 100'
xisic products. A line which includes petrochemicals,
iibers, plastics, forest products, paints and coatings,
2nd petroleum products. The Celanese Plastics
Company, alone, operates eleven plants in
he United States, four more abroad, which produce
high-performance plastic resins and fabricated
plastic products.
We welcome the opportunity to tell you more about
Celanese Nylon—now available in
development quantities for your evalu¬
ation. Write Celanese Plastics Company,
Dept. 2ui-L, P.O. Box 623. Linden.
CELANESE
New Jersey.
Cr.MU HkUi C.-m«7 h » VritiM « Mi.!« Cw*..t
c*wk
Expert Un Utctl Ce- lee.. M Pje iecoi Co . lee., 522 M» *«t. Noe Tort 1X36.

247
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in that the product is known and the
have already been established.
speeded up is the

industry standards

Market acceptance can be

entering company can demonstrate that its

new product has performance and price parity with the
established products.
be

This requires that field testing

initiated at an early date and the appropriate test re¬

sults be available for the potential customers.
is claimed by Celanese
13.

in the advertisement

Such parity

shown as Figure

Celanese actually started selling 6/6 nylon in 1967.

They are claiming product equivalency with the DuPont product
since 1947.

that had been available

Similar parity to

existing PVC resins was claimed by Allied Chemical Corp¬
oration at the time that they Introduced their Plaskon brand
PVC resin.

(Figure 14).

Learning to service the needs of the new market
segment is.

obviously,

The limitations

the most difficult marketing task.

in using the existing sales personnel to

introduce new products has already been discussed.

The

hiring of experienced salesmen may be desirable when a new
market

segment is approached to provide

(1)

the Initial

marketing impact needed to penetrate an unfamiliar area,
(2)

the knowledge and competence required in this

market,

and

(3)

coverage

in a new geographic area.

"foreign"
The

ideal selection would appear to be in hiring key marketing
personnel away from those companies already participating
in the market.

This,

in fact,

has been done

in recent years
t

X

Figure 13

1

Not at all. Celanese Nylon is fully competitive. In
quality. In physical properties. In molding
characteristics. In meeting established specifica¬
tions. Customers who have been using Celanese
Nylon resin since the first of the year agree.
And isn’t it nice to have another completely de¬
pendable source of type 6/6 nylon!
Celanese Plastics Company—and the entire
Celanese Corporation—is committed to volume
production of the best possible nylon resins. We
offer them in quantity right now. Including glassreinforced Celanese Nylon grades. And a generalpurpose black resin. There will be even more in the

near future. More resins. More advanced nylon
technology. More molding and marketing
assistance.
But you’d expect that from Celanese, a leader in
the development of engineering resins. Remember
Celccn. And, of course, we do have some twentyfive years of nylon technology behind us.
Let us give you all the facts about
Celanese Nylon. Write to: Celanese
I VV->
Plastics Company, Dept. 157-F. P.O. V
LJ
Box 629, Linden, New Jersey 07036. celanese
Celanese*

plast»cs company

Canadian Affiliate Canadian Chemical Company, a division of Chemcell (1963). Limited.
Export Sales: Amcel Cc., Inc., and Pan Amcel Co., Inc., 522 Fifth Ave., New York 1CC35.
r:«». Vf-""

Modern plastics
July 1967
Page 30

Celcon*

Celanese Plastics Company la a division of Celanese Corporation.
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by those oil companies that have sought to enter various
phases of the plastics business.
experience

in the new market segment may also be employed

when direct competitive
Thus,

Personnel with related

sales personnel are not available.

the advertisement for a

Grade Nylon Molding Compound"

"New Producer of Injection
(Figure

15)

with both direct and related experience

is

in the nylon market.

Figure 15
Personnel Advertisement by
Company Marketing a New Product

MANUFACTURERS
REPRESENTATIVES
WANTED
New Producer of Injection Grade Nylon
Molding Compound seeks Representa¬
tives for National distribution. Reply with
present lines, qualifications and area. Re¬
ply to: Box No. 1073, SPE JOURNAL.

SPE Journal

April i96?
Page 47

seeking men
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Organizing for the product introduction*
previous case,

As

in the

an organization must be devised that will

(a) assure a successful commercial introduction and
permit the

(b)

eventual integration to proceed smoothly.

There

are certain elements that appear to make a product with a
high level of market newness

easier to introduce than one

with a high elvel of technical newness.

The

low technical

requirements and limited pioneering nature of the
duction certainly reduce

the

existing field sales group.
"end use"

selling is required

other specifications).
be

intro¬

training requirements
It

is also likely that

for the
less

(except for government or

Nevertheless,

one individual should

selected to organize and execute this type of new product

introduction just as for the previously discussed cases.
This

"product manager" needs to operate with the

other

marketing functions at a high level to be effective.
this reason,

For

it is again suggested that he report directly

to the chief marketing executive

(Figure

10).

The product manager of the new product

should have

all those personnel reporting to him who are working full
time on the new product
sales

specialists

introduction.

for the new product,

Thus,

the newly hired

if any,

should report

to the product manager during the product introductory phase.
It is probably very difficult

for an existing sales

organization to integrate a new product with a major degree
of market newness
X

(i.e.,

more than 75# of the potential
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customers are new).

There are

customers with different

essentially two sets of

interests and needs even after

the product is well established.

The

existing sales group

may readily handle the areas of customer overlap

(such as

the packaging trade for cellophane and polyester film);
but different types
service and

of customers need different types

of

the most efficient system may well be a segmented

field sales function based on market areas.

A dual

sales

force costs much more than a single organization.

It

is

probably for that reason that they are not used as

often

as they should be.
There are

several factors other than cost that should

be considered when weighing the merits of a dual sales force.
Some of these are:
Positive:
(1)

The

salesmen develop a far better familiarity

and identity with one market area than with several.
(2)
the

The amount of technical and market information
salesman needs to learn is

less;

able to work without headquarters1 2 3 4
(3)

The

he is better
support.

Individual salesman develops more

industry

expertise and can make more meaningful contributions
to management decisions.
(4)

The productivity of the individual salesman is

probably greater because he must rely on his performance
in the one market area for his livelihood.
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Negative;
(1)

The geography covered by any one

greater.
may,

salesman is

Call frequency on any particular customer

in fact,

be

less than if a local,

generalized

salesman had the account.
(2)

Small customers may never get visited,

particularly

if they are not located near other large customers.
(3)

Measureable

sales costs

such as travel expenses

tend to be greater.

The
case.

importance of these

Separate

factors will vary in each

sales organizations

should always be con¬

sidered with products of major market newness and in general
are recommended here.

In the

organization is established,
readily be

staffed by those

event that a dual field sales
the new organization could

sales

specialists who had been

in the product managers groups during the

product

intro¬

ductory phase.

The residual product managers group could

then assume the

same

functions and staffing as the

viously established parallel groups.

pre¬
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C.

A Product that Requires a Kajor Investment

Examples.
defined as one

A major new product investment was earlier
larger than $20 million.

Including (1) all

accumulated research and development expenses,

(2)

commercial plant and anticipated expansions for the
period and

(3)

the
forecast

product introduction marketing expenses.

is obvious that new product

It

investments of that magnitude

are associated only with the major industrial companies.
The

introduction of new products that require major in¬

vestments but have little marketing or technical newness
appear to be most frequently undertaken by functionally
organized companies that are based on natural resources
such as those
tries.
fields

oil,

and pulp and paper indus¬

Diversification by these companies

into related

is often accompanied by large capital outlays;

however,
often,

in the mining,

the marketing and technical newness is,

minimal.

equally

The diversification of the Anaconda

Company into aluminum that was discussed in Chapter I is an
almost typical example.

Similarly,

a number of oil companies

have diversified in recent years by building large,
petrochemical complexes.

The

new

large capital investment re¬

quired is the distinguishing characteristic of

such new

activities.
The

polyolefin resin business offers other examples

of products,

the distinguishing characteristic of which are
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large plant Investments.

Polyolefins are a group of thermo¬

plastics that are produced from repeating units of ethylene
(H2C

= CH2) or polypropylene (CH2 = CH - CH3).

two types of polyethylene
and one of polypropylene.

There are

(high density and low density)
The markets for these three

products are shown in Figure 16.
It will be noted that these three resins are sold to
almost identical market segments.
ducing any one of these products,

Thus,

for a company pro¬

there is limited "market

newness" in either of the other two.

In practice,

sales organizations have in several cases,
marketed all three of these products.

common

successfully

Similarly,

the cus¬

tomer processing technology is now broadly based.

Little

"new technology" need be supplied by a new producer of
these resins.
expensive.

Entry into these businesses is singularly

A minimum economical plant size for low density

polyethylene is in the order of 100 million pounds.

Both

high density polyethylene and polypropylene plants reportedly
can be operated profitably in smaller sizes but the in¬
vestment is still substantial.

The specific costs for

plants of a given size are not usually made public.
can be made from various announcements.

Inferences

For example,

Chemplex made public in 1967 their intention to construct
a combined low density-high density polyethylene facility
at a cost of $30 million.

They then announced in January

1968 their intention to increase the investment to $60 million
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Figure 16
1967 PATTERN OF CONSUMPTION
POLYOLEFIN RESINS
(Millions of Pounds)
Low Density
Polyethylene

High Density
Polyethylene

Polyprooyllene

50

U-60

10

250

lOu

55

36O

12

4

-

5

170

10^0

50

75

390

225

270

Pipet Conduit

70

55

12

Rotomolding

30

10

-

Wire and Cable

300

50

5

Miscellaneous

100

65

1+0

—

t

Blow Molding

Export
/
Extrusion Coating

Fiber
Film and Sheet
Injection Molding

■

Total

Source:

-

2600

641

1032

,

"Statistical Highlights Condensed from the January,
1968 Issue of Modern Plastics Magazine
McGraw-Hil ,
New York, N.Y., January 1968.
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and stated the capacities to be as shown below.^

Annual Capacity, Millions of Pounds
$30 Million Plant
$66 Million Plant
Low Density Polyethylene
High Density Polyethylene

100

180

50

110

Trade comments indicate that the minimum investment
for a new,

low density polyethylene plant is about $20

million and for new high density polyethylene or poly¬
propylene plants to be about $15 million.
Thus, any company that is a producer of one of these
resins and wants to add a second to their line is considering
a product that requires little technical information to be
conveyed to the customer,

few new customers to be sold

but which does require a substantial plant investment.
Requirements for the product introduction.

Let us

consider the functions that must be performed for a producer
of one polyolefin resin to successfully market a second.
(a)

Adequate technical support must be provided.

this case,

In

literature and data must be provided to assure

that the new product is the equal of those products already
on the market.

Technical service and other technical support

must also be provided.

The existing technical group may

have to be expanded to handle the additional activity•
However,

the same personnel who provide the current technical

^Modern Plastics, (New York, N.Y., McGraw-Hill),
Vol. 45, No. 6, January 1968, p. 37-
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data on one olefin are qualified to handle a second or third.
(b)

Marketing direction must be provided to the sales

force in the new market segments.

For example, a poly¬

propylene producer that decides to go into low density poly¬
ethylene production must develop a market strategy and
competence in the film and sheeting, wire and cable and ex¬
trusion coating markets in which there is limited overlap.
However,

it is possible to build a market "base” in the

common market segments before tackling the new ones (in¬
jection molding for example).

Thus,

immediate success in a

"foreign" market segment may not be critical for the success
of the project.

This overlap minimizes the need for the end

use specialists that were suggested for the preceding new
product introduction cases.
(c)

Training must be provided to the existing mar¬

keting organization.

It is obvious that the training require¬

ment is less in this instance than for the types of significant
new products that were earlier discussed.

Neither the tech¬

nology nor the markets are entirely new and the amount of
training needed is limited.
(d)

Management must be kept well apprised of the

progress of the project.
It will be noted that the first three functions are
common to all types of "significant" new products.

The last

function appears uniquely important to projects that require
a high level of investment.

Let us investigate this statement
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in more detail.

The need for good communication among the

marketing function,

the other functions and top management

during any new product introduction is well documented.^
Communication is critically important when large investments
are involved because of the impact of such Investments on
the profitability of the total enterprise.

Essentially,

management must be well advised so that they can continue
to place a high level of confidence in the success of the
project.

The following items can be utilized to maintain

such confidence in the projects:
1.

A marketing plan for the introduction of the new

product and management acceptance of that plan.
2.

Short and long-range objectives within that plan.

3.

Budgets to accomplish the stated objectives —

and procedures for keeping within those budgets.
4.

A procedure for identifying the marketing

accomplishments on a timely basis.
5.

A reporting procedure so that the accomplishments

can be tied into the financial objectives of the project
and be reported directly to the responsible management
personnel.
n

Organizing for the product introduction.

It is obvious

^Hector Lazio and Arnold Corbin, Management in Marketing,
Text and Cases, (New York, N.Y.:
McGraw-Hill, 1961), pp. 309-527.
?The comments made here relate specifically to the poly¬
olefin example just cited.
The introduction of a new metal by
a mining company or other new product situations may well in¬
volve greater technical or market newness than indicated here.
N

79
that the functions of the coordinator (product manager)

for

this type of significant new product will result in a con¬
siderably different organization than the preceding two
cases.

Neither major technical support nor new end use

activity is indicated.

There is,

for a large specialized staff.

therefore,

little need

Training the existing sales

force and Integrating the new with the old products could
be a relatively straight-foward task; and the advertising
effort may well be handled within the framework of the ex¬
isting plans and schedules.

These considerations suggest

that the product manager for a significant new product
that requires a major Investment should (1) have a limited
staff who are strong in planning and financial aspects of
product introduction,

(2) be on the same level as the existing

product managers and the sales manager and (3) have direct
access to the chief marketing executive.
structure shown in Figure 10 ,

p. 5^*

the functional emphasis as noted here.

The organization

is appropriate with

CHAPTER

V

MAJOR NEW PRODUCTS

Major new products were defined In Chapter II as
those products that have a point total of 8 or 9 using
the measurement techniques discussed in that section.

To

obtain such a point total it Is necessary that two of the
common characteristics be present to a major degree and the
third to at least a significant level.

Many of the major

new products now being introduced are the property of the
major industrial companies.

These organizations dominate

the industrial research field and are the only groups that
have the financial capabilities to develop, manufacture,
and market major new innovations.

It is to support such

activities that Product Development Departments, New Venture
Operations, and similarly titled organizations have been
established by certain major corporations.
This section will consider the organizational tech¬
niques employed by E.I. DuPont de Nemours and Company,

the

General Electric Company, and the 3M Company in the intro¬
duction of major new products.

The Information on DuPont

and 3M was derived from literature sources.

The General

Electric information was obtained in discussions with their
personnel.
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A.

DuPont Company Practice

The reliance that the DuPont Company places on new
products was mentioned earlier In this paper.

The DuPont

Company Is today the major factor in synthetic textile
fiber,

synthetic film and the plastic resin businesses.
9

Its position in the textile fiber market is a result of
the internal development of nylon,
"Orion” acrylic fiber.
veloped cellophane,

"Dacron" polyester,

and

For the film market, DuPont de¬

"Mylar" polyester film,

"Teflon" poly-

tatrafluoroethylene film and "Tedlar" polyvinyl fluoride
film; and DuPont introduced nylon,

"Delrin" and "Teflon"

molding resins into the plastics business.
these materials would,

Not all of

in retrospect, be considered as major

new products, as major marketing and technical newness was
not involved in all cases.
"Mylar" film,

However, nylon fiber and resin,

"Teflon" film and resin and "Tedlar" were

major new products in every sense intended here.

Its

wide experience in such ventures has caused the DuPont
Company to establish a special category of activity for new
product developments.

According to Dr. Robert L. Hershey

of DuPont,
When one of our departments identifies an
opportunity that will require investment in facilities
of a new kind (major capital investment), or a new
marketing organization (technical or market newness)
or both, we put the project into a second category
labeled "New Venture Development".
Here again, we
undertake R & D in all its forms, from the theoretical
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to the Immediately applicable, but now the proviso
is that successful development would put us into
a business we are not now in*1
It will be noted that these DuPont criteria for new
product opportunities that justify special organizational
considerations are similar to,
proposed in this paper*

but not Identical with,

Specifically,

those

the technical and

market newness appear to have been combined as factors that
require "a new marketing organization".

It is not specifically

mentioned in the preceding quotation that the "facilities
of a new kind" involve a large investment*

However,

that is

so stated elsewhere in the address.
A detailed discussion of the DuPont philosophy and
practice regarding new ventures has appeared as an article
in the Harvard Business Review.

2

The author emphasized the

entrepreneurial attitude that DuPont has about major new
product introductions when he wrote:
Launching a new product successfully requires full
recognition that the product itself is but one element
in the total system to meet the customer’s demand.
It
calls for the recognition that management’s job is to
start a new business.
The job is not simply to carry
out research, make a market study, develop a plant
process, or promote a product, but to launch an entire
business venture.

1Dr. Robert L. Hershey, E. I. DuPont de Nemours 8c Co.
in an address before the Nineteenth Annual Conference of the
Financial Analysts Federation, New York, New York - May
23, 1966.
^Russell W. Peterson, "New Venture Management in a
Large Company", Hayard Business Review, Vol. 45, No* 3*
(May-June 1967). pp. 68-76.
•^Ibld*,
\

p*

70.
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Mr. Peterson further explained that the Development
Department is responsible for the selection and exploitation
of new ventures within the DuPont company.

The Research

and Development Division of the Development Department
actually conducts the Initial screening and evaluation of
new product ideas.

Detailed proposals are then written

by the Research and Development Division on those product
ideas that are selected for expanded effort.

These formal

proposals are submitted to the company’s Executive Committee
with a request for approval to set up a development group
for launching the new business.
That approval changes the venture from an idea status
to an action status.

The first such action step is the

selection of a venture manager.

This man is the entre¬

preneur with responsibility and authority to develop and
direct the project.

Mr. Peterson discusses in detail the

desirable attributes to be found in venture managers; his
proper selection is, obviously, a key to the success of an
entire venture.

Once selected, the venture manager is pro¬

vided with the necessary dollars, personnel and facilities
to make his group self sufficient.

Skilled people from

marketing, manufacturing and research functions in other
company departments are made available to the new venture
group.

The venture manager and all of his people work full

time on the new venture.

These people stay with the venture

throughout its growth, both while it is in the Development
\
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Department,

and later as It moves to another part of the

Company for its

final home.

In this way,

ization becomes a company in miniature,
to the

level where

department or,

the venture organ¬

developing itself

it will become attractive to another

possibly,

even become an industrial department

on its own.
The organization of a typical new venture group in
DuPont

is

corporate

shown in Figure

17.

It is

identical to the basic

organization chart shown as Figure 8,

cept for the omission of a Director of Finance.
viously,

50,

ex¬

Quite ob¬

that function is being performed at DuPont at a

higher level than that of the venture manager.
by Mr. Peterson,

As

stated

"If a new venture has sufficient potential

to attract top management support,
able."^

page

money can be made avail¬

It was recently disclosed in a Fortune article^

that the following products are being treated by DuPont as
new ventures in the

sense

intended here:

a.

magnetic tape

b.

"Vexar" netting for packaging

c.

permeator for brackish water

d.

"Corfam"

e.

"Vespel" polymide moldings and grinding wheels

4Ibid.

p.

synthetic

leather

71.

^"DuPont Under Pressure", Fortune,
(November 1967), pp. 136-141, 177-182,

Vol.

LXXVI,

No.

6

Figure

Exhibit i.

17

Typical organization of a new
VENTURE GROUP

Source:

Russell W. Peterson
"New Venture Management In a Large Company
Harvard Business Review
Vol. 35t No, 3* P* 71.
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f.

"Fiber Y"

- a new textile fiber

g.

"Teflon" tube heat exchangers

h.

UV sensitive paper for copying

1.

Differential Thermal Analyzer

j.

photo-resist film for printed circuit boards

k.

"Lydel" photo polymer printing plates

l.

hologram for producing 3-D pictures

The new venture

idea

is a rather free wheeling organ¬

izational concept for such a highly structured company as is
DuPont.

Mr.

management
some

is

Peterson states that the system of new venture
still under evaluation but has already shown

important advantages

in the first few years of operation.

Rather than attempting to comment
organization,

on the effectiveness of this

let us new consider the procedures used in such

a highly decentralized organization as

the General Electric

Company.
7
B.

General Electric Comapny Practice

The General Electric Company has been one

of the major

proponants of corporate decentralization in the post-war
period.

One effect of this decentralization has been a more

varied handling of new product introductions.

^"New Venture Management in a Large Company",

p.

76.

?The information in this section was largely obtained
in discussions with Mr. R. Gutoff, General Manager of the
Chemical and Medical Division of General Electric.

87
It was previously mentioned that the General Electric
Company consists of more
operations.

than 120 operating departments and

Each of these units is a separate profit center

and is organized much as an individual company with man¬
ufacturing,

marketing,

engineering and

finance responsibility.

Three to five related departments or operations are usually
grouped together and placed under the direction of a division
general manager.
line authority.

The division general managers have complete
Usually,

their only staff consists of ac¬

counting and legal personnel.
organized into ten groups,
president.

The divisions are,

each with its own group vice-

The group vice-presidents

with very limited staffs.

in turn,

similarly,

operate

Operating departments are respon¬

sible for new product developments that fall within their
charters.

These charters relate

market areas.

They are

to going product

lines and

sufficiently restrictive that operating

departments are rarely responsible

for product

introductions

that would fall into the category of a major new product as
defined in this paper.
The need for a mechanism to exploit new products and
business opportunities has prompted many of the divisions to
form specific

organizations for that purpose.

These organ¬

izations vary greatly in structure and charter throughout
the Company.

One of the first was established in the Chemical

and Metallurgical Division in 1959 and was termed the Chemical
Development Operation.

The division

as well as the Chemical
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Development Operation has undergone a variety of organizational
changes

in the

past nine years.

The most recent occurred in

January 1968 and resulted in a reduction
departments

in the Division, a change

in the number of

in the Division name

to the Chemical and Medical Division,

and the

a Medical Development Operation.

organization effective

on March 1,

The

formation of

1968 is shown in Figure 18.

Figure 18
General Electric Company
Organization of Selected Componants

It should be noted that the Chemical Development Oper¬
ation is concerned only with products new to the division,
that

is,

outside the

scope of existing operating departments.

The Chemical Develpment Operation reports

in at a very high

level — directly to the division general manager.

Many of
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its activities are concerned with major new products as
defined here,
More

though lesser projects are also considered.

significantly,

all major new products

in the division

are normally handled by this group.
The Chemical Development Operation is conceived as
having two functions.

The

first

is

to have available the

technical and marketing personnel and pilot plant facicities
required to perform the

screening,

business analysis and

development activities on any proposed new product or venture
appropriate to the Division.

Those

by the groups

shown in the organization

chart

in CDO that are

in solid lines.

functions are performed

These are the

same activities as

performed by the previously discussed Research and Develop¬
ment Division of the Development Department of the DuPont
Company.

The

second function of CDO is to provide a

"home"

for new ventures during the early stages of commercialization.
The Polymer Products Operation is
Proposed products

such a venture activity.

that are new to the Chemical and

Medical Division are referred to the Marketing and Business
Development Operation of CDO for screening and initial
business evaluation.

If these are favorable,

work is undertaken by the Research,

Development or Process

Operation to bring the products to a
technical evaluations can be made.
initial evaluations are

favorable,

development

stage that meaningful
Presuming that these

a business plan is written

proposing a method for exploiting the opportunity.

\

In some
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situations a joint venture may be proposed.

In most cases,

the business plan recommends that the major new product
introduction be handled with internal resources.

The business

plan for a major new product usually requires approval by the
President’s office and the Board of Directors because of the
large financial commitment involved.
Upon approval of the business plan, a new operation
is formed within the Chemical Development Operation that
has sole resopnsibility for the new product.

An operations

manager is appointed and the necessary research, manufacturing
and marketing personnel are hired.

The first employees are

usually those who worked on the project prior to its being
organized into a separate operation.
The present Polymer Products Operation went through
this sequence of organization.

It was originally established

in 1964 by CDO specifically to commercialize polyphenylene
oxide thermoplastic resins.

These new thermoplastic resins

had been invented in the central research facility of the
General Electric Company.

The Chemical Development Operation

had decided that it represented a major new product oppor¬
tunity worthy of substantial Investment and marketing effort.
The product was successful and a commercial plant has now
been constructed.

The next organization move will either be

(1) to separate the Polymer Products Operation from the
present Chemical Development Operation organization and raise
it to departmental status or (2) assign it to an existing
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operating department•
It will be noted that the DuPont and General Electric
techniques are strikingly similar.

Both consider that a new

business is to be established and both put considerable em¬
phasis on the entrepreneurial capacity of the venture manager.
The only observed differences reflect the corporate views
regarding decentralization.

Thus, for example, the operations

manager in General Electric actually hires his own staff
no one Is assigned in the sense mentioned by Mr. Peterson of
DuPont; the Operations Manager also has his own financial
personnel and has greater financial latitude than is suggested
in the DuPont article; also typical of General Electric de¬
centralization, the activities of the Operations Manager
are reviewed only by his immediate superior.
is that the Operations Manager within

The net result

the Chemical Develop¬

ment Operation appears to have even more authority and freedom
than that of the venture manager within DuPont.

C.

3M Company Practice

The 3M Company is widely respected as an innovator of
new industrial and consumer products.

The philosophy and

techniques that have been used by 3M in their successful new
product introductions were discussed in an article by their
Q

Mr. Arthur G. Janssen.

Commenting on the success of 3M,

^Arthur G. Janssen, "The Organization and Use of a New
Business Development Division", Establishing a New Product
Program, (New York:
American Management Association, 1958).
pp. 67^74.
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he stated:
About 40 percent of our present profit Is derived
from products which did not exist at 3M ten years
ago: 22 percent of our current sales come from
products developed in the past five years.
The 3M Company shares with DuPont the reputation of
a divisionalized but centralized company.

An organizational

chart for the company is shown as Figure 19*
Figure '19
-

-1---

Minnesota Mining and Manufacturing Company

/

9

\

Ibid., P* 67.
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The various operating divisions have responsibility
for carrying out their own technical programs directed to¬
ward product development in their respective areas of ac¬
tivity.

Mr. Janssen further states:

Generally the product development activity (of the
individual operating divisions) is concerned with
products whose technology and markets relate to
that division; in any event, certainly one of these
two business facets will be present.
It is clear that new products possessing either a tech¬
nology or market in common with established products be¬
come the responsibility of the operating division that
has in hand the particular technology or market.

It is

to be noted that such products would normally be classed
as minor or significant new products as defined in this
paper•
New product oportunitles that have both technology
and markets that are unrelated to existing 3M company ac¬
tivities fall under the scope of a special corporate or¬
ganization entitled the New Products Division.

This di¬

vision is a staff function and is part of the office of
Research and Product Development(Figure 19)*
The criteria that are used by 3M for determining
which products are handled by their New Products Division
are the same as those previously mentioned as being used by
DuPont for determining which are referred to their Develment Department.

1

X

Ibid..

The additional requirements for adequate

p. 71.
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sales and profit potential assume that the respective or¬
ganizations consider only products that represent major
diversification activities for their companies.

It is

probable that most of the products Introduced by the New
Products Division would be classified as major new products
as defined in this paper.
The organization of the New Products Division is
shown in Figure 20,

The organization is similar to a ty¬

pical product division of 3M and has similar line and staff
relationships•
Figure 20

The Nfav Products Division

\
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The functioning of the 3M New Products Division differs
from that of the DuPont and General Electric organizations
previously discussed In that, at 3M,
used to carry out the screening,
activities.

project teams are freely

evaluation and development

The selection of a project or venture manager

and the creation of a separate organization appears to be
delayed longer at 3M than would be the case at DuPont or
General Electric with a comparable product.

It should also

be noted that the responsibility for major new products is
placed at corporate division level at 3M.

This is similar

to DuPont organizationally but differs from General Electric
practice.

D.

Organizing for a Major New Product Introduction

The "New Venture Development" of DuPont,

"Chemical

Development Operation" of General Electric and "New Bus¬
iness Development Division" of 3M have much the same ob¬
jectives and modes of operation.
(1)

Each is concerned with major new ventures and

opportunities for the company.

Emphasis is placed

on efficient exploitation of proprietary internal
developments.
(2)

These venture groups are separated organi¬

zationally from the operating components.

Each

has the capabilities of simultaneously carrying one
or more products from the idea stage to commercial
X

6?
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introduction.

After it is commercialized,

the

product is either turned over to an operating
component or set up as a new operating unit of
its own,
(3)

The New Venture organizations report in at

a very high level.
It is interesting to note that each of the managers now
responsible for the new product function in these three
companies has stated that the system as now evolved is su¬
perior to the previously used techniques.
Peterson of DuPont,
consideration,

As stated by

''Although this approach is still under

... it has already shown important ad¬

vantages in its first few years of operation."11
Figure 21

shows the previously offered organization

chart modified to show the suggested position of a "New
Business Development Operation".

It will be noted that

the operation is so situated organizationally that it is
capable of handling major new developments as though they
are new business ventures.

The Business Development Operation

should have R & D, Manufacturing and Marketing capabilities,
plus the ability to obtain support from the staff functions
of the corporation for specialized information or other
needs•

11

X

"New Venture Management in a Large Company",

p.

76

97

Figure 21
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CHAPTER

VI

CONCLUSIONS AND RECOMMENDATIONS

A*

Conclusions

The Introduction of a new industrial product is a
force for organizational change in the marketing group
responsible for it.

Studies made by competent researchers

have indicated that the need for these changes but the type
of change indicated in any particular case is not well
understood.

The result has been that problems relating

to organization frequently accompany new product intro¬
ductions .
An understanding can be gained of how organizational
change is related to specific product introductions by ana¬
lyzing (1) the characteristics common to new products and
(2) the marketing activities that must be performed in
different types of new product introductions.

A proceedure

can then be developed for relating the presence of common
characteristics to specific organizational changes.

A pro¬

ceedure was developed in this pilot project for accomplishing
these tasks.

It is described in the following section and

shown schematically in Figure 22.
Each new product has the following three common
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Figure 22

\
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characteristics to some degree:
(1)

a specific amount of new technical information

about the new product must be conveyed to the customer.
This characteristic is termed technical newness.
(2)

each new product has its own unique set of po¬

tential customers.

This characteristic is termed

"market

newness”•
(3)

each new product requires that an investment be

made by the producing company.

That characteristic is

termed a "product Investment”.
The wide variety of other marketing and technical
attributes found in a specific new product can be related
to these common characteristics and be expressed in those
terms.
The degree to which the common characteristics are
present in a particular product are subject to measurement.
Each varies from being present in a minor to a major degree
in a specific case.

A numerical rating can be assigned to

each of these degrees and the individual point values added
to determine the relative importance of the individual new
product.

Products can then be identified as minor,

sig¬

nificant or major depending upon the degree to which the
three common characteristics are present.

Proceedures for

accomplishing these tasks were discussed in Chapter II of
this paper.
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An analysis has shown that there Is a relationship
between the type of new product as identified above and the
activities that must be performed to assure successful com¬
mercial introduction.

These activities,

in turn,

indicate

a need for a coordinator operating within the existing mar¬
keting organization and reporting either to an existing
product manager or directly to the chief marketing executive
in a product oriented company or department.
Significant new products usually require that a
specialized staff be created within the marketing organ¬
ization to handle their commercial introduction.

The

product manager with his staff should report to the chief
marketing officer.

The composition of the new product

staff and its eventual integration will vary with the
specific characteristics of the new product.

Thus, a product

that has a high level of "technical newness" may require
that competent technical personnel be available to work
directly with customers and end users.

Such personnel

could eventually be integrated into the pre-existing
marketing organization as the need for technical training
diminished.

On the other hand,

the personnel associated

with a product of high market newness may better be used
after the introductory phase to initiate a new field sales
organization designed to serve the newly developed market
areas•
Products that meet the requirements of major new
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products as defined in this paper are,
porate enterprises.

lnt fact,

new cor¬

Their successful commercial intro¬

duction is probably best carried out by a new organization
specifically designed for that purpose.

Such a new venture

organization should contain all the manufacturing,
and development,

research

and marketing functions usually associated

with a new enterprise.
Figure 22

summarizes the techniques discussed In

this paper for classifying new products as minor,
or major and shows the organizational change
each type of new product.

Figure 23

significant

Indicated for

shows how each of the

organizational changes indicated relates to the

existing

corporate or division structure.

B.

Recommendations

It is recommended that the concepts and proceedures
developed in this pilot project be further tested for their
commercial significance.
(1)

the concept

It

of the

is

specifically recommended that:

common characteristics and

their relative values be further evaluated through surveys
and

in-depth interviewing.
(2)

the relationships between common characteristics

and new product
the

importance

(minor,

significant,

major)

be

subject of additional study.
(3)

the relationships between product Importance and

new organizational needs be further analysed by case history
studies of successful and near-successful product introductions.
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Figure 23
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P#LYB^ST
DEFLASHING

APPLICATION
DATA

MEDIA

INTRODUCTION
Tough and durable, POLYBLAST deflashing media will give many months of effi¬
cient, economical, and almost maintenance-free operation if it is selected and used
properly.

Primary considerations include choice of the optimum size, most effective

machine speeds, proper machine maintenance, and adequate provision for dissipation of
static electricity.
POLYBLAST deflashing media is available in three sizes, each created to meet
a broad range of deflashing problems.

POLYBLAST 30, which is 30 mils in diameter and

30 mils long, is designed for use in clearing the 0.032 inch slots and holes so often found
in thermosetting parts.

It will do its job well except on parts with very heavy flash and

will not stick in such openings, particularly after a short break-in period during which
continued impact converts the original pellet cylinder into a sphere.
POLYBLAST 45 is the most commonly used size.

It offers a combination of size

and weight which meets the broadest range of deflashing problems and variations in ma¬
chine rates and wheel speeds.

POLYBLAST 60 is used where high wheel rates cannot be

obtained with lighter pellets and when heavy flash is common.
Some surface marking can result if the relatively heavy POLYBLAST 60 is used
at high wheel speeds. This generally results from an actual transfer of POLYBLAST onto
the surface rather than pitting.

Deceleration or substitution of POLYBLAST 45 to elimin¬

ate smearing will almost always provide a better answer to the problem than cleaning
smeared parts.

-2-
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MOISTURE CONTROL AND LUBRICANTS
An excellent dielectric, POLYBLAST can contribute to rapid build-up of static elec¬
tricity if proper moisture levels are not maintained.

Steam or water should be metered into the

machine at a rate which permits thorough dissipation without causing agglomeration of the
media0

Too little or too much moisture results in media sticking to the parts and equipment.
Lubricants are not normally required.

However, they may be needed when there is

improper clearance for POLYBLAST between the diffuser and impeller and when the diffuser
and impeller have rough surfaces.

The rough surfaces prevent POLYBLAST from sliding freely

and result in rapid wear, shavings, and, in extreme cases, unraveling.

The problem, which

normally occurs only on start-up, is solved by spraying the media with a small amount of
lubricant.

HOUSEKEEPING
Because POLYBLAST costs more per pound than conventional deflashing media,
careful attention should be paid to machine conditions and housekeeping so waste and loss
may be kept low.
per week.

Maximum loss from spillage, leaks, and dragout should be kept below 5%

This can be accomplished readily if leaks in the equipment are sealed and molded

parts are substantially free of entrapped media prior to removal from the deflashing apparatus.
Good housekeeping is important for safety as well as economy.

Hard and rounded,

POLYBLAST pellets can be a safety hazard if permitted to accumulate on the floor.
POLYBLAST offers a distinct advantage over traditional media because it will
neither cause nor contribute to dust generation.

Air sweeping should be reduced to levels

which would not permit carryover of POLYBLAST into the dust collector.

Exhibit

II
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P#LYBIAST
DEFLASHING

PRICE

G>

PRODUCT

DATA SHEET

MEDIA

Issued April 26, 1968

PRODUCT DESCRIPTION
POLYBLAST deflashing media consists of three sizes of cylindrical pellets designed for long service in all
types of deflashing equipment used by molders of thermosetting compounds. It can be used for many months
without showing significant wear and without pitting or scratching part surfaces.
POLYBLAST is furnished in a vivid green, chosen for its sharp contrasts to the most popular colors of the
common thermosets.

PRICE SCHEDULE
Product

Ordering
Number

Pellet
Size

POLYBLAST 30

2080-3005

.030 diameter
.030'' long

POLYBLAST 45

2085-3005

.045
.045'

POLYBLAST 60

Note:

diameter
long

Price Per Pound
200-999 lbs.

50-199 lbs.

)

$1.90

1

$1.70

1000 lbs. & up

1)

$1.55

|

.060 diameter
.060" long

2090-3005

See ORDERING INFORMATION below for orders less than 1,000 lbs.

AGGREGATION
Any combination of POLYBLAST sizes may be ordered for best quantity pricing providing the combined
order is to be shipped to one location at one time.

CONTAINERS
POLYBLAST pellets are packaged in 50-pound bags. Palletized units of 1,000 are shipped when appropriate.

TERMS AND CONDITIONS OF SALE
Net 30 days from date of invoice f.o.b. shipping point. Minimum freight prepaid to destinations within the
continental United States (except Alaska). All sales are made in accordance with our standard conditions of sale
current at the time orders are accepted. Price and data subject to change without notice.

ORDERING INFORMATION
Orders of 50 to 1,000 pounds should be placed with the Pangborn Corporation, an authorized distributor of POLY¬
BLAST Deflashing Media.

Pangborn sales offices are listed on the reverse side of this price sheet.

Orders in excess of 1,000 pounds may be placed with Pangborn or with the Chemical Materials Department, General
Electric Co., Mt. Vernon, Indiana, or the Chemical Materials sales office nearest you.

See Reverse for Listing of Pangborn Locations

CHEMICAL MATERIALS DEPARTMENT

NERAL

ELECTRIC

PITTSFIELD, MASS.

THE PANGBORN CORPORATION
SALES OFFICES

HEADQUARTERS: P.O. Box 380
Hagerstown, Maryland 21740
OTHER OFFICES

MISSOURI
Lombardi Brooks Bldg., Rm. 207,
10406 Manchester Rd.
Kirkwood, 63122

ALABAMA
NEW JERSEY
P. 0. Box 6637, 1500 Georgia Rd.
Birmingham, 35210
CALIFORNIA
P. O. Box 38
Alamo, 94507
RAMCO SUPPLY INC.
P. O. Box 58425, 2444 E. 57th St.
Los Angeles, 90058
INDUSTRIAL & FOUNDRY SUPPLY CO., INC.
P. 0. Box 4053
Bayshore Station, Oakland
514 First Western Bank Bldg.
Pasadena, 91101
CANADA
THE PANGBORN CANADA, LTD.
47 Shaft Rd.
Rexdale, Ontario
THE PANGBORN CANADA, LTD.
4003 Decarie Blvd. Suite 227
Montreal 28, Quebec
OVERSEAS COMMODITIES, LTD.
P. 0. Box 2337
Vancouver 4, B. C.
ILLINOIS
5240 St. Charles Road
Berkeley, 60163
INDIANA
665 East 61st St.
Indianapolis, 46220
MASSACHUSETTS
4 Stony Hill Rd., Suite 3-B
Indian Orchard, 01051
MICHIGAN
15800 W. McNichols Rd., Rm. 217
Detroit, 48235

604 Central Ave., Office 7
East Orange, 07018
NEW YORK
2214 Kensington Ave.
Buffalo, 14226
NORTH CAROLINA
P. O. Box 11422, 3813 So. Boulevard
Charlotte, 28209
OHIO
Rm. 106, Mariemont Center Bldg.,
3914 Miami Rd.
Cincinnati, 45227
10006 Carnegie Ave. Rm. 202
Cleveland, 44106
OREGON
WESTERN INDUSTRIAL SUPPLY CO.
Wisco Bldg. 208 S.E. Hawthorne Blvd.
Portland, 97214
PENNSYLVANIA
212 Lansdowne Center Bldg.
Lansdowne, 19050
700 Wood St., Rm. 105
Pittsburgh, 15221
TEXAS
3311 W. Alabama, Rm. 103
Houston, 77006
UTAH
INDUSTRIAL SUPPLY CO, INC.
P. O. Box 600, 1635 South 2nd West
Salt Lake City, 84110
WASHINGTON
WESTERN FOUNDRY SAND DIV.
Frank H. Jefferson, Inc. 3300 First Ave., So.
Seattle, 98134
WISCONSIN
1131 S. 40th St.
Milwaukee, 53215
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Exhibit 111

Question Check List

Organizing the Marketing Function
For New Product Introductions
in Large Industrial Corporations

Company Name:
Division:
Address:
Person Interviewed:
Position:
Product Line:

I.

Organization Area
What is the present company marketing organization
chart?
When was the organization of the marketing group
last changed?
Why?
Is there a single or dual sales force?
How do the separate groups (if any) interact?
What products do each handle?
Are product or program managers used?
What are the reporting relationships between field
sales and the product managers if any?

II.

New Product Area
What new products have been introduced in the last
several years?
What was their relation to the then-existing product
lines in terms of (1) customer lists, (2) technical
problems or information, (3) investment required?
Were they modifications to existing products or new
to the coraponant handling them?
How did they compare with competitive products with
regard to novelty?
Quality?
Price?
Were they difficult to introduce?
Why?
Were they successful?
Why or why not?

>
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III.

Product Introduction Techniques
Who in marketing is responsible for new product
introductions?
Are product managers created for new products? How
are they selected? What are their responsibilities?
Are special personnel hired or used for new product
introductions?
What organizational changes have taken place to better
accomodate new products or improve the introduction
procedure?
Are product modifications handled differently than
products that are new to the componant?
How should marketing best coordinate with manufacturing?
With R & D?

IV.

Recommendations and Comments
How do you rate your overall new product introduction
performance?
What might have been done to improve the record?
What organizational changes do you recommend be
associated with new product introductions?
Where does the entrepreneurial concept fit in?
How involved should management become in new product
introductions?
What techniques should marketing use to keep management
informed of progress in marketing of new products?
How difficult is it to convey new technical information
to customers?
How difficult is it to approach new customer segments?
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Exhibit IV

List of Formal Interviews

Conrad R. Schudel
Honeycomb Product Manager
Hexcel Corporation
Dublin, California
(honeycombs, embossing tapes)
Richard K. Dlneen
Product Manager
Research Division
AMF Corporation
Stamford, Connecticut
(sporting goods, filtration equipment)
Richard H. Hughes
Development Manager
FMC Corporation
Philadelphia, Pennsylvania
(cellophane, vinyl film, rayon)
Reuben Gutoff
General Manager
Chemical and Medical Division
General Electric Company
Bridgeport, Connecticut
Walter J. Dugan
General Manager
Chemical Materials Department
General Electric Company
Pittsfield, Massachusetts
(plastic resins, sheet products)
Donald S. Brown
Construction Industries Marketing Manager
Silicone Products Department
General Electric Company
Waterford, New York
(silicone sealants)

x

Exhibit V

Respondents to Specific Inquiries

A. Bryan Marvin
New Enterprise Division
Monsanto Company
Saint Louis, Missouri
Richard M. Adams
General Manager
New Business Ventures Division
3 M Company
Saint Paul, Minnesota
Russell W. Peterson
Manager, Research and Development Division
Development Department
E. I. DuPont de Nemours & Company
Wilmington, Delaware
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